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card (Forms IX., X., XL, XII.) are at once made out. Both cost sheet and 
card are of the same color as the order to which they refer and whose number 
they bear. It will be seen ,that the card is ruled in such manner 
that when sorted between guide cards, either the name (jf the 
article being made or of the customer for whom it is being made may 
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be used as a basis of indexing. Record cards for stock and stores orders 
are classified according to. the article made, and are further subdivided b^- 
guide cards of another color according to the size or catalogue numbe? 
of the various articles manufactured. Cards for stores orders being used 
as a price list are ruled to contain several records of costs of same, while for 
other orders a card is made out for each number. Cards for T orders are 
arranged by customers' names, and further classified according to article, and 
those for special orders are classified and arranged as may best suit the infor- 
mation they contain. It will thus be seen that until the various orders are 
completed, these card indexes form most complete and reliable indexes of all ^ 
work in progress in the factory. When the orders are returned to the office 
as completed, the cards are marked with the date the order was completed, 
the costs and other details filled in ; and they are then filed away as records, 
arranged and classified exactly as they were when they served as indexes 
of work in progress, thus becoming valuable and ever-growing records of 
costs. It is absolutely impossible to lay out any system of book records 
which will admit of all costs of similar goods manufactured during an 
indefinite length of time being kept together. The space allotted to one 
article will invariably be filled up before that allowed for another, no matter 
with what care and judgment the various spaces required for probable output 
may have been estimated. By the use of cards as here described the impos- 
sibility of correctly estimating the space required is overcome, from the fact 
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that the system itself allows for unlimited growth in any one division or 
subdivision, without affecting the relative positions of the records one to 
another. In the case we have taken as an illustration quick reference may 
be had to records of each and every time a similar oil cup has been made for 
stock since the system was installed— the space in the card being used for 
remarks to record any circumstances which might affect that particular cost 
as compared with others for similar oil cups. The cards for stores orders 
are an always up-to-date price list, for the use of the cost department, of any 
part which may be assembled or completed upon another order. The record 
cards of T orders will show all articles made for any customer. These again 
are subdivided by class of article. 

The cost sheet is placed in its numerical position with others for orders 
of a similar class. The various entries to be made upon it will be described 
when the subject of the actual accounting is taken up . 

On receipt of an order the factory clerk notes upon it the hour and date 
on which he received it. He then makes out a foreman's instruction card 
(Form XIII.) and a store-keeper's instruction card (Form XIV.), both 
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bearing the number of the order to which they refer. The printed matter 
upon these cards is different, but as the written information upon them is 
the same they are made out by means of carbon paper with one writing. 
The original is of a tough paper and the copy is on a stiff card, both being of 
the same color as the order whose number they bear. As the names denote, 
the original goes to the foreman, and the duplicate or card to the store-keeper. 
For orders calling for repair work, for any plant or equipment, or for any 
other account than the manufacture for stores, stock or customer's order, 
both cards are plainly stamped "Foreman to draw material required." 
Unless these words are on the cards the responsibility of sending up the 
necessary material rests with the store-keeper. When the cards are so 
marked the responsibility is upon the foreman to draw from stores what is 
necessary for the carrying out or completion of the order. The store-keeper 
should be a practical man, thoroughly familiar with the business and capable 
of easily and correctly reading the drawings and prints. A smart young 
man can usually be found on the productive force of a manufacturing com- 
pany, with the practical knowledge and necessary education and ability for 
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such a position ; and if he is suppHed with a good storeman as an assistant, 
this plan will be found more satisfactory than having the foreman requisi- 
tion for needed material. Besides enabling material to be sent to the shops 
more promptly, it removes the necessity of the foreman spending consid- 
erable time among the stores and patterns, and leaves them free to devote all 
their attention to the supervision of their departments. 

On receipt of instruction card (Form XIV.) the store-keeper selects 
the material required and sends it to the shop denoted on the card. Should 
he not have on hand all the material required he takes steps to procure the 
balance either by purchase or from shops or foundry, noting on the back of 
the card what he has yet to supply. When he supplies all the material, or 
when he supplies a balance of material required, he sends with it his instruc- 
tion card. In other cases he sends a part stores issued card (Form XV.). 
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Before sending any stores out of his own possession he charges them against 
the order by a stores charge slip (Form XVI.). These charge slips are in 
books of 100 each, numbered in duplicate from i up. As they are only of 
temporary use and occasionally referred to, a plain manilla cover will be 
found all that is required. When a foreman is drawing material for an 
order, or if he needs any additional material upon any order, he draws it 
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from the store-keeper by means of a stores required card (F*orm XVII.), 
and any surplus left over from an order he returns to stores with a stores 
returned card (Form XVIII.). These cards the store-keeper keeps filed 
away according to order number as his authority for the issuing of material 
for which he has had no instructions from the factory clerk, and for the 
crediting of any order with material returned. The latter he credits to the 
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order quoted upon the stores returned card by means of a stores credit slip 
(Form XIX.), and the former he charges as already described. 

The originals of these charges and credit slips are sent twice a day tff 
the office, and there priced and posted to the cost sheets. 
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The duplicates are retained by the stores department, each book being num- 
bered, the date of the slips contained in it noted and placed away in its proper 
order. The originals in the office being kept according to order number, 
and the duplicates in the books according to date of issue, there should be 
no difficulty in tracing any error in order number or omission to charge, 
as either the number or date of entry questioned will always be known. 

On receipt of card from factory clerk and material from stores, the fore- 
man of the department puts the order in hand at once. He issues a time 
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card (Form XXI. to XXIV.) to the workman to whom he allots the job, 
first noting thereon the order number and the date. With his private punch 
he indicates the hour at which work is begun on the order in question. When 
the workman finishes the operation, or is put upon another job, he returns 
the card to the foreman. The latter punches the time at which work was 
stopped on that particular order. The only writing the workman is called 
upon to do, is to fill in the space headed "Nature of Work," and sign his 
name. In a great many instances it is not necessary to specify nature of 
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work done, as, particularly in the manufacture of stock, the workman's 
name is sufficient to indicate to the office staff the nature of the work done 
by him. 

The time cards in possession of the foreman' are of four kinds, each of a 
distinctive color, namely, day-work, piece-work, premium-work, and out 
out-work. The ruling is practically the same on all time cards, and as far 
as both workman and foreman are concerned, no more clerical work is 
necessitated by one than the other. 

On the premium time card the foreman fills in the time allowed, and 
with that exception the cards are treated exactly the same. It will be seea 
that all responsibility for the correctness of his time card is off the workman,^ 
and put where it properly belongs — on the foreman of the department. 
The latter is responsible for the time card bearing the correct number, and 
showing the actual amount of time expended upon that number. Under 
no circumstances is the workman allowed to begin another job until he has 
returned to the foreman the card previously used by him and obtained another 
with his starting time for that job punched upon it. If a man is taken off a 
job and goes back again to work on the same, he gets a new card each time. 

The back of the cards may be used for any remarks either the workman 
or foreman may wish to put on record concerning either the work done or 
time expended. 

As regards the premium time card, the system of paying wages com- 
monly called the "premium plan," may require a little explanation. To those 
interested in the question, and desiring to study the plan in the light o£ 
actual recorded results, I would recommend a number of articles under the 
heading "Premium Plan," which appeared in the American Machinist at 
different times during the past two years. Briefly put the idea of the plan 
is, after ascertaining from past records how long it has taken to produce a 
given article, or complete a given operation, to offer the workman a premium 
or additional wage upon such time as he can save on the same work. If past 
records show that certain work has been repeatedly done in ten hours, it is 
clear that if the workman can be induced to do the same work, or produce 
the same quantity in say, nine hours, a saving has been effected, and the idea 
is to allow the workman to share in that saving. Suppose the employe is to 
be paid at the rate of 20 cents per hour, if he is offered, say one-third of that 
amount for each hour saved, he will see that his employer's interests and his 
own are identical. It is really offering the workman that most powerful 
of all inducements to increase his output, namely, self-interest. Those who 
have had long experience with this plan claim it is the only system whereby 
increased wages to the workman mean reduced costs to the employer. 

From time to time during the day the time tickets returned to the fore- 
man are collected by the factory clerk. From the tim.e punched he calculates 
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the time expended and, filling in the workman's rate per hour, extends it into 
space for value. On piece-work cards he simply marks the time expended 
and does not extend any value. The cards are kept sorted by workman's 
number, and entered on the daily time sheets (Form XXV.). These sheets 
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are ruled into convenient spaces to hold for each man a record of his time as 
shown by his time cards, and the value of such portion of time as was 
expended on day-work. The piece-work time eing entered in the same 
space in red ink, it is a simple matter to keep the two from confusion. The 
last cards for the day are taken up by the foreman at 15 minutes before 
closing time, and by him punched and sent to the factory clerk. 

The first thing in the morning the factory clerk takes the time cards 
and time sheets, and gives the time-keeper the amount of piece-work time for 
each workman. This is entered upon the clock record, .and deducted from 
the total time as previously described. All day-work credited to any employe 
has now been accounted for under some factory order number. 
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As regards piece-work, except in very large shops, it is quite practicable 
to pay a workman for all piece-work done up to pay day, instead of following 
the usual plan of paying him a certain proportion (usually two-thirds of his 
day-work rate), and carrying the balance over to next pay. Each foreman 
is supplied with a piece-work book (Form XXVI.). On the stub he takes 
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a memo for his own information. Both original and dupUcate in this book 
are perforated, and as the work is inspected and passed as correct, the fore- 
man removes them both from his book, and gives the duplicate to the work- 
man. The original, which is of a different color, goes to the office and is 
extended and posted to the cost sheet. These piece-work slips are kept 
sorted by workman's number until after the next pay day, when they are 
made up and posted to the credit of the workman; they are then sorted by 
order number and are filed away with other papers connected with the same 
order. It will be noted that while original and duplicate contain the same 
information, the printed matter is entirely different, so by no possible means 
can the duplicate be used to draw pay the second time, for work done. 

At first sight it would appear as though the system of a different time 
card for each job would result in so many papers that the records would be 
too bulky to be quickly and accurately handled. If it were necessary to 
leave the collecting, sorting, pricing, and extending of all time cards until 
the close of the day it might be found so. Collecting them frequently during 
the day and keeping them sorted by workman's number and priced and 
extended, it should only take a very short time to check them with the clock 
records the next morning. This having been done, the tickets should be 
sorted according to order number, and it will then be found that they can 
be posted to the cost sheets in less time, and much more accurately than if 
several numbers were on one card. Besides putting the responsibility for the 
proper order number and correct time upon the foreman, the system of a 
single ticket for each order takes from the workman all opportunity to either 
"cook" his time, or enter as day-work time which he has actually spent upon 
piece-work, so getting paid twice for his labor. 

The foreman of each department is supplied with transfer cards (Form 
XXVn.). When sending any manufactured or partly manufactured article 
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from his department to any of the other snops, or to stores or stock, he fills 
in the date and shop letter of the department to which the goods are going. 
Heads of departments are supplied with punches, each cutting a different 
initial. This punch work is in every case accepted as a receipt, and carries 
with It the responsibility of individual handwriting. The foreman or head 
of department receiving goods, acknowledges receipt by punching the card 
in the space marked for that purpose. These cards are collected at the same 
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hours each day as the time cards by the factory clerk. The orders in progress 
are arranged upon files in the factory office in such way as may be found 
most convenient for quick selection. As the general office is in possession 
of indexes by which the number of an order calling for any specific article 
may readily be found, the better plan is to have the files in the factory office 
divided according to classes of goods and each class arranged numerically. 
The factory office and general office being connected by telephone, there 
need thus be no delay in finding the order required, whether it is asked for 
by number, name of article being made, or customer for whom being manu- 
factured. The transfer cards being noted on the face of the order by the 
factory clerk, he is thus in a position to see at any time how many of the 
articles are in the various shops, and how many have been delivered to stock 
or stores. If no transfer has been made of any part of the goods being 
manufactured, the costs sheets in the general office will show at a glance if 
the material has been issued from stores. For instance, a reference to the 
cost sheet for order K 9599 shows that all material required has been issued 
by stores, the factory clerk's records show that 50 oil cups have been delivered 
to stock, 20 are in the plating room, and the other 30, of course, in the shop 
to which the material was first sent. 

Factory orders other than manufacturing are treated in the same way, 
except that the cards issued by factory clerk bears the words as before stated, 
"Foreman to draw material." The store-keeper merely keeps the cards for 
such orders as authority for issuing any stores the foreman may draw upon 
such order. 

STANDING AND SPECIAI, ORDERS. 

The ordinary operating and maintaining expenses of the factory are 
provided for by standing orders, as before stated. No factory order is 
issued of a lower number than 500. Except in a very large establishment 
there will not be nearly that quantity of standing orders, particularly when 
the same number, with the different shop letters, is used for similar work 
in each department. At the same time it is much better to group the stand- 
ing numbers according to the class of work or expense provided for, and 
this is only possible by leaving sufficient gaps or blank numbers to allow for 
additions to the various groups of orders when required. The list of stand- 
ing orders (Note A) will, of course, be modified to suit the requirements 
of any particular concern. It is here given more for the purpose of illustra- 
tion than for imitation. These orders are treated exactly as manufacturing 
orders, so far as material and time is concerned, and here is seen another 
advantage of the single time ticket plan. Under this plan it is impossible 
for a workman to loaf upon a manufacturing order, and then square him- 
self by putting less time against such order, and making up for it 



by booking time against a standing order, upon which he did not actually- 
work. A list of standing orders is supplied to each department, and both, 
the general office and factory office are also advised as to what ledger account- 
the cost of each standing order is ultimately posted. A very important part 
of the factory clerk's duty is to keep a close watch upon time charged up- 
against these standing orders. The lists furnished to the shops instruct 
those working upon such orders to do no work which they estimate will. 
occupy more than, in this case, three hours without authority, from the. 
factory office. If the work necessary is likely to occupy a longer time, they- 
apply for the number to the factory clerk. He issues either a standing order 
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card (Form XXVIII.) specifying the work required, or obtains from the 
office a special order for such work. This system has the advantages of a 
large list of standing orders without the disadvantage of putting authority 
in the hands of the foreman for the unlimited use or abuse of such numbers.. 

When an L or special order is required, it is issued by the chief clerk. 
To avoid the necessity of the foreman going to the general office when such 
order is required, they can obtain the number from the factory clerk. In 
many cases the latter will have to decide as to the advisability of doing the- 
work on a 'standing order, or of having issued a special order for the sake 
of the record thereby obtained. If the latter is decided upon by the factory 
clerk, he telephones the chief clerk, who has a desk telephone at his hand;, 
obtains the number, and gives the necessary card at once to the foreman, who 
is thus enabled to begin work without delay. The order is sent from the- 
general to the factory office, where it is treated, as we have described. 

On receipt of foreman's instruction card advising that an order has been 
completed, the factory clerk attaches to the order the various transfer. ca'*ds- 
showing its progress through the shops, and final delivery to stock or stores- 
and forwards all the papers to the general office. 

In the event of goods in process of manufacture for stores being- 
required for a stock order, the foreman uses the parts required, and sends the. 
transfer card showing delivery to stores of the quantity he has taken. This, 
transfer card he endorses "Charge to stock order No. — ." On receipt of 
transfer card with this notation the store-keeper acknowledges receipt by 
punching the card, and at once makes out a charge slip against the stock order 
quoted, and notes on it from stores order. 
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The card goes to the factory office in the usual course and is noted upon 
!the face of the order. The charge slip being treated in every respect as 
though the articles had actually been delivered to stores and sent out to the 
^shop again. 

It is frequently desired to keep distinct the costs of some item entering, 
into the cost of a-n order — special tools or patterns may have to be made, or in 
the case of rails or divisions, theremay be extra work in fitting up which, while 
:not actually a part of the cost of the manufacture, are yet chargeable to the 
-order for the purpose of having the sale of such article bear such expense. In 
this event an ordinary factory order is issued for such special work. This 
order is stamped in prominent letters "Sub Order, charge to order No. — ." 
It is treated in the usual way, and when completed a charge slip is made out 
by the factory clerk, charging the main order with its cost ; it is then marked 
""Charged to order No. — " with the date of charge. 

It will be seen that either general or factory office has at hand where 
It may be instantly procured, accurate indexes of any orders about which 
inquiry is being made, as well as a record of all work in progress ; the con- 
•dition of such work ; how far advanced, and in what shops the goods may be 
located. 

When a sketch or drawing is supplies for the manufacture of an article 
it is pasted, after completion of the order, in the sketch guard book. This is 
a rough book of large manilla sheets numbered consecutively. Before the 
-order is returned to the office the page upon which the sketch has been 
placed is noted on it, and, with other particulars is later transferred to the 
factory order record card as hereafter described. 

This system was planned for a concern doing business under 
•conditions which made it necessary that the costs of completed orders could 
l)e ascertained immediately after completion. Had it been possible to do 
-without such costs until after the following pay day, the work in both fac- 
tory and general office might have been slightly lessened. This not being 
practicable, however, it has been found that the above plan, carefully followed 
•and kept well up to date, causes not a great deal of extra work each day, 
and very largely lessens the additional work imposed on the staff immediately 
after each pay day where other plans are in vogue. — Kenneth Falconer. 

BICYCLE MANUFACTURING. 

When the busy season arrives in the bicycle business, dealers are gen- 
erally more than busy, and for this reason a system of book-keeping which 
combines labor-saving with simplicity becomes^a necessity. The writer 
ventures to think that the system outlined below will meet these requirements. 
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We will assume that we have bought out the business of an old estab- 
lished dealer, taking over his stock of wheels, etc., and have arranged to 
handle the lines of several manufacturers. We accordingly open our set of 
books with the following journal entry : 

Cash $500 00 

22 new wheels, per stock book 88o oo 

10 second-hand wTieels, per stock book 200 00 

Fixtures 70 00 

Goodwill SO 00 

f o Capital Account $1,700 00 

As the stock book occupies an important position in this set of books, 
we will devote our attention to it first (Fig. i). Every wheel, whether 
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STOCK BOOK, (Debit on left hand pagre.i 
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rig. 2. STOCK BOOK, (Credit on right hand page.) 



Date 
Sold 



Reference 



Lease No, Cash Bk. F'ge 



purchased new, taken in trade or taken in default of payments, is entered 
as soon as received, with a full description of its equipment, on the debit 
side of this book. A ticket is then made out, containing the stock and num- 
ber, machine number, selling price, and make, and it tied to the machine. 
We have these tickets printed in consecutive numbers, commencing, we will 
say, at 100. The lines in the ctock book also have printed numbers, com- 
mencing with ibo, so that if in; the hurry of business a wheel were ticketed 
without being entered in the stock book, or vice versa, the omission would 
be at once detected, as the next number in the book would not agree with 
the number on the next unused ticket. 

The first 37 lines of the stock book will be occupied by the 22 new and 
10 second-hand wheels of the journal entry shown above, each being entered 
at cost price. The two classes of wheels are kept in separate columns, and 
are treated separately throughout the books. This is to enable us to krow 
how we are coming out on second-hand wheels, for the prospect of sellii.g a 
new wheel often tempts a dealer to allow more for the old one he takes in 
trade than he can aftewards sell it for. 
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Having entered the 32 wheels, we foot up the two price colmnns, see 
that the totals agree with the opening journal entry, and debit the respective 
accounts in the general ledger. 

As a full description of our wheel purchases is recorded in the stock 
book, we make it do duty as a purchase book. This is done by footing up 
monthly the items in the two columns headed "Cost Price," and debiting 
the respective accounts in the general ledger. We cannot use the separate 
items in these columns for posting to the credit of the parties we purchased 
of, as a dozen or more wheels are often billed on one invoice. To provide 
for this we rule two columns in which we enter date and amount of invoice, 
placing the latter on the same line as the last of the wheels the invoice repre- 
sents. Wheels taken in trade are entered in the same way, although we do 
not, of course, receive an invoice with them. By comparing the total of 
invoices with the combined totals of the two "Cost Price" columns, we at 
once ascertain if either an invoice or wheel is missing from the record. If 
a wheel were put into stock without a ticket and without an entry in the 
stock book, the entering of the invoices would disclose the fact, and if we 
had no invoice, we should at once notice the unticketed wheel when we next 
took inventory. 

The right-hand pages of the stock book merely record the disposal of 
the wheels, the sales being posted from either the lease book or cash book. 
We can at any time tell what machines we ought to have in stock by consult- 
ing this book, but an inventory should be taken frequently for security's 
sake, and the result compared with the stock book. 

Where a dealer cannot sell for spot cash he should invariably require 
his customer to sign a lease covering the wheel, as this provides him with the 
following security : i. The dealer continues to own the wheel until fully 
paid. 2. The terms of payment are fixed. 3. The wheel can be recovered 
without legal process, in default of payment. The lease blanks are bound 
in books, the printed matter being exactly alike on both original and dupli- 
cate. When a lease is wanted the duplicate is folded at the dotted line, and 
turned underneath the original, with a carbon leaf between, and the docu- 
ment filled up and signed with an indelible pencil, by the customer. The 
duplicate needs, of course, to be printed on the reverse side. The duplicate 
is now detached and given to the customer, and the original left in the book. 
We next copy the price of the wheel in one of the columns headed "Dr.," 
and if an old wheel has been taken in part payment, the amount we allowed 
for it is copied in the credit column. We post the items in the debit column 
in the Lessees' ledger and credit the totals at the end of the month in General 
ledger. The items in the credit column are credited to customeis from the 
stock book, as perviously explained, the credit column being used only as a 
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check on the stock book totals of second-hand wheels. These two amounts 
should be the same, plus the forfeited wheels, if any, as the latter are entered 
in the stock book only. We might mention here that when a wheel is for- 
feited for non-payment, it is entered in the stock book as a second-hand 
wheel, and credited to the lessee at the original price, less the payments that 
have been made. 

A good many bicycle stores run a repair shop in connection, and the 
writer strongly recommends that this branch of the business should be gov- 
erned by the rule of "cash only," as it consists of a number of small items 
tliat would cost more to collect afterwards than they were worth. In order 
that there shall be no misunderstanding, we post a very conspicuous notice, 
reading : "Repairs Strictly Cash," and adopt the plan of charging the repair 
man with the repair tickets, and holding him responsible for their collection. 
This makes it easier to have our rule observed, without giving offense.' The 
following is the method of accounting for the repair business : The repair 



Fig 3. 



Repair Ticket No. 172. 

Original. 
(Name, Address, No. of Wheel 
and repairs needed are shown 
here.) Price 



Duplicate. 

This is the same as the origi' 
nal, but printed on the revere 
side. 



Customer's Coupon., 



RiPAiR Ticket No. 173. 



frice. 



tickets are numbered consecutively and are bound in a book (see Fig. 3). 
A ticket consists of three parts — the original, which remains in the book; 
duplicate (produced in the same way as shown in the Lease book), which is 
detached, and attached to the wheel left for repair ; and the customer's cou- 
pon, which is giren as a receipt for the wheel. The price to be charged is 
written- in a printed space at the right-hand edge of the ticket, making it 
easy to foot the total, which we charge up every week to the repair man, and 
credit to the '"repair account." The repair man etners his collections in a 
little book, which the cashier signs when he receives the money. The items 
are then entered in the cash book by ticket number, to the credit of the repair 
man. The iatter make requisitions on printed blanks for supplies as he 
needs them for immediate use, and these, together with his wages and other 
expenses, are charged to "Repair Account." The balance of this account 
therefore, shows the profit or loss on repairs at any time. 

Bicycle sundries, when not bought for cash, are either treated through 
the journal or through a separate purchase book, but being generally small 
items, it is well to sell them only for cash. 
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The modern form of cash book should be used, the received side having 
distribution columns to Lessees' ledger, new wheels, second-hand wheels, 
bicycle sundries (the three latter are for cash sales), and one or two blank 
columns. The paid side should distribute to repair account, wages, express 
charges, bicycle sundries, etc. 

The.form of Lessees' ledger can be either the ordinary or the horizontal 
kind. 



In factory cost accounting, as in all other departments of accounting, 
the multitude of detail and the multitude of forms produce confusion, 
unnecessary labor and other disadvantages. It should be carefully instilled 
into the minds of every accountant that in this department of business, as well 
possible expense in obtaining them, is not only the best, but the method 
as elsewhere, that method which will yield the best results with the least 
which every accountant should strive to recommend. The actual merits 
or perfections of a system are rendered nugatory with the efforts to carry 
it out entail great or extraordinary expense. 

With regard to keeping record of time, material used on piece-work, 
the method often used is as follows : 

Each job is given a number and each workman is furnished a blank 
on which the number of the job will be entered, together with the time 
occupied. All material required should be ordered from the store-keeper 
on a similar blank giving job number and particulars of the material to 
be used. A specially ruled time book and pay roll is necessary, in one 
portion of which will be recorded the time occupied and amount earned by 
each workman on each job and the quantity and value of material used. 
In this way a separate account is kept with each job and the exact cost 
ascertained. In another portion of this book will be recorded the total time 
and earnings of the workmen, which constitutes the pay roll. 

Where contracts are made for the manufacture of certain articles, the 
same procedure can be used with a few variations. In all large companies 
it is usual to prepare a summarized statement of the different contracts 
completed during the year showing number and amount of contract, time 
occupied, and amount of wages paid, total materials, special or general 
expenses incurred on each contract and the net profit. Such a summary, if 
made in proper tabular form, will also give the totals of the above statistics 
for all contracts collectively. 

The main items of cost are material, labor, manufacturing supplies, 
special items of cost, and general expense. 

In almost every business the average cost of an article can be ascertained 
by first demonstrating the cost of lOO or looo, after which it is an easy 
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matter to show that the cost of production is kept down to the average, or 
to change the average by cheapening the cost of the, materials necessary- 
for the manufacture of the article. 

The constant record of cost of every article manufactured is in almost: 
every case entirely unnecessary and labor v/asted, as it is impossible thereby 
to obtain information of particular value. 

NOMENCLATURE OF MACHINE DETAILS. 

By Oberlin Smith, President of the Perracute Machine Company, 

Bridgeton, N. J. ' 

(A Paper read before the American Society of Mechanical Engineers.) 

That the nomenclature of machinery, and of the tools and apparatus- 
with which it is constructed is, in this country, in a state of considerable con- 
fusion scarcely needs demonstrating. If we look from,an international point, 
of view, and include the other English-speaking countries, — Great Britain 
and her colonies — the confusion becomes worse confounded. A reform is- 
destined, in due time, to come, doubtless to be promoted in great degree \>Y 
such societies as ours. This reform movement cannot be begun too soon,, 
and should aim at giving brief and suggestive names to all objects dealt with, 
— each object to have but one name, and each name to belong to but one 
object. A simple method of beginning such a reform would be a common 
agreement among all our engineering schools to use each technical word in 
but one sense, and with no synonyms. A lesser field of reform, and one 
which lies more particularly within the jurisdiction of individual manufac- 
turers, is the comparative designation of a number of sizes or kinds of the 
same machine. There is now no common understanding whether a series of 
sizes shall be numbered or lettered from the largest down, or from the 
smallest up. The latter is undoubtedly the most natural and suggestive- 
method, but usually becomes confused by want of careful forethought (when, 
starting a series) in providing "gaps" for the insertion of future sizes. If a. 
numerical series has been already started, and become commercially estab- 
lished, the only systematic way to insert new sizes (either at the beginning- 
or through the middle of the series) is to use fractional numbers. This, 
though awkward in sound and appearance, seems to be the only means of 
suggesting the comparative size of the article by its name. The use of arbi- 
trary higher numbers between the others is, of course, worse than no numbers 
at all. The use of a series of letters does not supply this fractional loophole 
of escape, the euphony of A-and-a-half, K-and-three-quarters, etc., being 
somewhat doubtful. Another method in much favor is the use of "fancy" 
names, such as "Diminutive Giant," "Eureka," "Firefly," etc. These are. 
far preferable to confused numbers, as they are not intended to convey any 
ideas between manufacturer and customer, and admirably succeed in their 
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]purpose. All this is a very difficult subject to deal with, and one in regard 
to which we can srcarcely hope for any exact system. We can but point out 
to manufacturers two general principles to be followed: ist, of leaving 
abundant gaps — that is, let a regular series run lo, 20, 30, 40, etc., instead 
of I, 2, 3, 4, etc. ; and and, of using tlie smaller numbers for the smaller 
objects. The second is-similar in idea to the well-known Philadelphia house- 
numbering system, which has worked so admirably in practice, and which has 
-been copied by numerous other cities. 

The two foregoing paragraphs are intended respectively as but casual 
allusions to the technical and commercial nomenclature of machinery in gen- 
eral. The subject is too elaborate to be treated at length in this paper, the 
main purpose of which is to set forth the results of the writer's experience 
in establishing a system of names and symbols for all the component parts, 
commonly called "details" of machines, or, in fact, of any manufactured 
articles. 

That some such system is necessary, no engineer who has attempted to 
manufacture machinery by the modern system of duplicate (or approximately 
•duplicate) parts, will, for a moment, question. The necessity for a specific 
name for each piece, which name is not, never has been, and never will be, 
used for any different piece of the same or any other machine, is evident, 
-simply for purposes of identification. This identification is required 
mechanically at almost every stage of production. The name, or a symbol 
-representing it, should be marked upon the drawings, the patterns, and the 
■special tools pertaining to each piece, and, when convenient, upon the piece 
itself. Commercially, it is required on time cards and in indexes and pattern 
lists and cost books as pertaining to production. Pertaining to sales these 
-names or symbols must appear in illustrated price lists, and in orders and by 
charges to customers. This, our modern method of repairs, by selling dupli- 
cate parts, renders imperatively necessary. 

The requisites for a good system of names and symbols are: ist, 
■isolation of each from all others that did, do, or may exist in the same estab- 
lishment. 2nd, suggestiveness of what machine, what part of it, and, if pos- 
sible, the use of said part, conforming, of course, to establish conventional 
-names, as far as practicable. 3rd, brevity, combined with simplicity. Of the 
importance of isolation to prevent mistakes and confusion ; of suggestiveness 
to aid the memory; of brevity to save time and trouble, it is hardly neces- 
sary to speak. 

Regarding the systems now in use in our best shops, this paper will 
not attempt detailed information. It is understood that the names, are 
-rnore or less scientifically arranged; depending, of course, upon the 
amount of study and the quality of the brains that have been expended 
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upon them. In cases where symbols are used, supplementary to the names, 
they usually consist of letters or numbers or (oftener) a combination of 
both. Many of them (both names and symbols) fail in symmetry and sug- 
gestiveness, because little attention has been paid to the names of the 
machines themselves, as regards the serial consecutiveness hinted at in 
paragraph 2nd. The quality of brevity often suffers, severely, because the 
name and symbol must, in most cases, each have the machine name pre- 
fixed, to secure their perfect isolation. The latter quality is rarely dis' 
pensed with, simply because the manufacturer's pocket would be too 
directly touched by the expensive resulting mistakes. A perusal of some 
machinery catalogues which give detailed lists of parts is very harassing 
to a systematic mind. They are apt to derive one part name from another, 
prefixing the latter as an adjective eaeh time, until some such pleasant 
title as "lower-left-hand-cutting-blade-set screw-lock-nut" is evolved. If 
there are symbols provided, they consist of some unknown combinations 
of letters part way down the list, and then change to arbitrary numbers, 
or perhaps to nothing at all. It will often be noticed also that no particular 
order appears to be followed in numerical arrangement, similar parts 
being scattered at random through the list. 

The scheme to be described further on has been evolved gradually 
from the experience gained in managing a growing machine business. 
This scheme is far from perfect, and is probably inferior to others which 
have not been made public ; but it seems to answer the purpose aimed at, 
viz., a com.prehensive and elastic system which will accommodate itself to 
an unlimited growth and any variation in quantity or kind of goods manu- 
factured. This, the methods we first tried would not do, being too limited 
in their scope. 

It should be here explained that, the word "we," as just used, refers 
to the above-mentioned machine works, with which the writer has long 
been connected; and the scheme in queistion will be spoken of as "our 
symbol system." To further define terms : "machine name" and "machine 
symbol" refer respectively to the name and symbol of the whole machine — 
or other article of manufacture; for it will be noticed that the system is 
applicable to almost any products, except those of a textile or chemical 
nature. "Piece name" and "piece symbol," in like manner, refer to the 
separate pieces of which the whole is composed. The terms "detail," 
"part," and "piece," have so far been used synonymously. It is doubtful 
which is really the best to establish as a standard, but we have adopted 
"piece" as best expressing the idea of one piece of material, reduced to 
the last condition of subdivision. In our practice, exceptions are made 
to this requirement of homogeneousness in such cases as chains, ropes, 
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bolts, etc. — also material glued or welded together — in short, anything 
which may (like a man) be called one piece, because it is not intended ever 
to be taken apart. The character for equality (=) will be used to show 
connection between a name and its symbol. A brief glance at the history 
of our system shows at first we (like many others), hit upon the plausible 
idea of usiiig numbers for machine symbols and letters for piece symbols. 
The numbers were somewhat "gapped" but not to such an extent as we 
now should practice. Examples : If four sizes of pumps were symboUed 
I, 2, 3 and 4, their barrels might^i-A, 2-A, etc., and their handles=i-B. 
^-B, etc. If the next product made was a series of lathe dogs, they would 
probably be symbolled 11, 12, 13, etc. Their frames would^ii-A, 12-A, 
etc., and their screws, ii-B, etc. This all worked beautifully until the pro- 
ducts became so complicated as to contain more than 26 pieces. After 
tampering a little with the Greek alphabet (which seemed calculated to 
scare our new workmen), and trying to use a mixture of small and capital 
letters (which looked too near alike), we fell back upon the clumsy device 
of repeating the alphabet, which letters doubled or tripled. 

When we finally abandoned the above plan, several methods were 
carefully studied. The next most obvious was to use letters for machines 
and numbers for pieces. This allowed any quantity of the latter, but lim- 
ited the machine to 26, even with no gaps provided. A certain modifica- 
tion of this method is, perhaps, more in use than any other system. In it 
letters are used for different sizes or styles of a certain kind of machine, 
and used over again for some other kind, ad infinitum. This answers the 
purpose, because there are not likely to be more than 26 varieties of one 
machine. It has, however, the fatal objection of requiring the whole 
machine name prefixed to each symbol, in all cases where the symbol 
stands alone, and does not happen to be written with the others of the set 
in tabular form. As the general name of a machine usually consists of at 
least two words, a complete piece symbol -becomes too long for conveni- 
ence in labelling. Examples : Force pump, K-26 ; Lathe dag, H-2. 

Another system consists in using numbers for the machines and num- 
bers for the pieces. This gives isolation and brevity, but no suggestive- 
ness. A serious objection to it is the danger of blurring the numbers 
together, or of transposition in writing or reading them ; also in the fact 
that either number cannot be used alone, as it can in the case of letters and 
numbers. 

A similar system to the above consists in the use of letters for both 
symbols. It has the same disadvantages, and the additional one of a lim- 
itation in the quantity of letters at disposal. 
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Our system, as finally decided upon, is as follows: Machine names 
and piece names are determined by the designer, in general according 
with the principles already pointed out, being, of course, made as brief and 
suggestive as possible, with no two. machine names alike, and no two piece 
names alike in the same machine. In this nomenclature no positive lawa 
can be followed but those of common sense and good English. A machine 
symbol consists of a group of three arbitrary letters — capitals. A piece 
symbol consists of an arbitrary number and follows the machine symbol, 
connected by a hyphen; thus FPA-2 might symbolize the force pump 
handle before alluded to — smallest size. The machine symbol may be 
used alone when required, as FPA. 

As thus described, these symbols fully possess the qualities of isola- 
tion and brevity. To make them also suggestiv.e, some attention must be 
paid to what letters to use. In practice, we aim to make the first two letters 
the initials of the general name of the machine, and the last letter one of 
an alphabetical series which will represent the sizes of the machine. An 
example of this is shown in the symbol for the smallest-sized force pump- 
FPA. If there is any chance of a future smaller or intermediate size, gaps 
should be left in the alphabetical order. This "initial" method cannot 
always be strictly followed, because of such duplicates as FPA for force 
pump and foot press. The remedy would be to change one initial for one 
beginning some synonymous adjective, that is, foot presses might be 
symbolized TPA, assuming that it stands for the treadle press. Usually 
the least important machine should be "thus changed. From this it will 
be seen that, in defining the theory of this scheme, the words "arbitrary- 
letters" were purposely used. The idea is to make the system thoroughly 
comprehensive. There might be such a number of machines having 
identical initials that the letters would be almost arbitrary. In practice, 
the designer can usually succeed in making the symbols sufficiently sug- 
gestive. 

In considering, how many letters to use in a symbol, considerations 
of brevity advised two, suggestiveness three or four. Two letters did not 
allow of enough permutations, nor indicate well enough the kind and size 
of machine. Three seemed amply sufficient in the first respect, as it pro- 
vided over 17,000 symbols. If, for any reason, in the future four letters 
should seem desirable, the addition of another would not materially change 
the system. If three letters hyphened to a number of one, two, or three 
digets should seem bulky, remember that this symbol can stand by itself 
an}rwhere and express positively the identity of the piece. Its compara- 
tive brevity is shown by comparing the second and third columns of the 

579 



following table (A). In the different lines an idea is given of the applica- 
tion of the system to a variety of products not usually made in any one 
shop. 

TABLE A. 



1st. 

Full Name of Machine 

and Piece. 


2nd. 

OurSymbol 

for it. 


3rd. 

Symbolical Name as 

Often Used. 


Characters 
in Col. 2. 


Characters 
in Col. 3. 


Diff. Bet. 
Cols. 2 & S. 


6x4 inch Engine Lathe, spindle 
head 


ELA-4 
PPD-1 

SEG-51 

MMD-81 
GCC-105 

MTA-S 


Engine Lathe, A-4 

Power Press, D-1 


4 
4 

5 

5 
6 

4 


IS 
12 

14 

16 
20< 

17 


9 




g 


7 X 14 inch Steam Engine, crank 
shaft 


Steam Engine, G-51 

Mowing Machine, D-Sl.. .. 
Glass Mantle Clock, C-105 

Woodta Mouse Trap, A-S 


9 


Buclceye Mowing Machine left axle 


11 


No. 3 Glass Clock, mainspring.... 
One-hole Mouse Trap, choker 


14 
13 







Table B is a specimen of part of a page of our "Symbol Book," in 
which are recorded any machines which have arrived at such a state of per- 
fection and salcability as to be marked "Standard" on our drawings. 







TABLE B. 










No. 3 Foot Press. 




Weight. 




FPL. 


Same as 


Piece Name. 


Material. 


Rough 
Weiglit. 


Finished 
Weight. 


.Aggregate 
Finished 
Weight. 


1 






Cast Iron, 1 

2 
Steel, 1 
Iron, 3 


220 
10 
45 
SO 
40 
17 
85 

5 
12 

S 

2K 


20C 

9 
40 
SO 
40 
IS 
80 

5 
10 

25f 

2 
'A 


200 


2 




Gib 


9 


3 




Side Bar 


40 


1 




Front Leg 


60 


5 




Back Leg 


40 


6 




Treadle 


15 


7 






80 


8 


FPH-8 


Lever Weight 


20 


9 




Pitman 


10 


10 


FPH-10 . 




i^ 


21 






26 


FPJ-26 


Treadle and Pitman Bolt 


IH 







This table almost explains itself. The piece numbers in first column 
do not have the letters prefixed, because the latter stand at the top of the 
column. "Same as" means that the piece is identical with a piece belong- 
ing to some other machine, and can be manufactured with it. If it is 
common to several machines in a set, the smallest of the set in which it 
occurs is given. The "quantity" column tells the number of pieces of a 
kind required. The last "weight" column, added upward, shows total 
weight of machine. The piece numbers are "gapped" after each kind of 
material, and also at the end of "groups," as described further on. This 
is to allow for future changes and additional pieces; also that other sim- 
ilar machines having more pieces may in general have the same piece 
numbers. 

The order in which the pieces are numerically arranged cannot follow 
positive rules in all cases. In our list of instructions (too long to be here 
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quoted) we direct a classification by materials. In each class we group 
pieces of the same general character, in regard to the prevailing work to 
be done upon them, and in "natural machine shop" order; i. e., first 
planing, then drilling or boring, then turning. We also aim to place the 
heaviest and most important pieces first. Between each group we "gap" 
the numbers. 

Regarding position in naming pieces, we assume a front to the 
machine (where the operator is most likely to be placed), and define direc- 
tion tersely as "forward," back," "right," "left," "down," "up." The 
adjectives of position prefixed to piece names are, of course, derived from 
these words, as "upper," "lower," etc. A perpendicular row of similar 
pieces, say five, would be rated upper, second, third, fourth and lower. A 
number of different-sized pieces of similar name may, in like manner, be 
prefixed smallest, second, third, etc. 

Before closing a brief reference to certain (two) supplementary sym- 
bols may not be out of place. One is a small letter after a piece symbol 
(as FPL-2i-a), signifying that the piece is obsolete, the standard FPL-21 
having been altered. After a second alteration, the last obsolete piece 
would be suffixed "b," and so on. Thus dupHcate pieces of old-style 
machines can be identified and supplied to customers. The other symbol 
referred to is to indicate the number of the operation in the construction of 
a piece, and is written thus: FPL-21-ist, FPL-2i-2nd, etc. Its use is of 
great value on detail drawings, time cards, and cost cards. It enables any 
operation (no matter how trivial) on any piece or any machine to be identi- 
fied by a symbol alone. An operation we define as any work which is done 
by one person at one time, before passing the piece along and commencing 
upon another. 

FALSE PRETENCES.— (Com. Law).— False representations and 
statements made with a fraudulent design to obtain money, goods, wares and 
merchandise, with intent to cheat. 

A representation of some fact or circumstance calculated to mislead, 
which is not true. There must be an intent to cheat or defraud some person. 
The intent is all that is requisite ; it is not necessary that the party defrauded 
should sustain any loss. 

It is not necessary that all the pretences should be false, if one of them, 
per se, is sufficient to constitute the offence. And although other circum- 
stances may have induced the credit, or the delivery of the property, yet it 
will be sufficient if the false pretences had such an influence that without them 
the credit would not have been given or the property delivered. The pretence 
must relate to past events and must have been used before the contract was 
completed. 
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" FALSIFICATION.— (Com. Law) .—The showing an item in the debit 
of an account to be either wholly false or in part erroneous is heM, in Chancery 
practice, to be a falsification. 

FICTITIOUS ASSETS.— ^Assets, the value of which have been 
inflated. 

FICTITIOUS DIVIDENDS. — A term applied to the payment of 
dividends from a surplus established by fictitious assets. Inasmuch, how- 
ever, as the dividend is probably paid in cash, it would seem that the term 
"fictitious" is wrongly applied and should be confined to the assets which 
have been inflated in order to create a fictitious surplus from which the 
dividend is paid. 

The liability of directors of a corporation in respect to the payment of 
fictitious dividends varies in different States, but in some cases they are held 
liable for the full amount in case the company should become insolvent 
within a certain specified time thereafter. 

FICTITIOUS PAYEE.— (Com. Law).— When a negotiable paper or 
other like contract is drawn in favor of fictitious person, and has been indorsed 
in such name, it is deemed payable to bearer as against all parties who are 
privy to the transaction ; and a holder in good faith may recover on it against 
him. 

When a note is made payable to the name of some person not having any 
interest, and not intended to become a party to the transaction, whether a per- 
son of such a name is or is not known to exist, the payee may be deemed to 
be fictitious. 

The maker of a note in favor of a fictitious person, by negotiating it 
transfers title to it without indorsement, and it is presumed that the note 
come into the possession of the holders with the names of all the endorsers 
on it, and prima facie he is treated as a holder for value, provided that the 
acceptor or indorser be ignorant of the fact that the payee was a fictitious 
person. In the hands of a bona fide holder such a note or bill is good against 
the maker. 

FIGURES. — (Com. Law). — Roman figures may be used in contracts 
and law proceedings, and they will be held valid, but Arabic figures, probably 
owing to the ease with which they may be counterfeited or altered, have been 
held not to be sufficient to express the sum due on a contract, but it seems that 
if the amount payable and due on a promissory note be expressed in figures or 
ciphers, it will be valid. 

FILE. — A receptacle arranged for the deposit of papers or other data 
in alphabetical or numerical reference. 

FINANCES. — (Com. Law) . — The word is generally used in the plural, 
and denotes money resources generally. The state of the finances of an 
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I'ndividual or corporation, is his or its condition in a monetary point of view; 
the cash he has on hand, and that which he expects to receive, as compared 
with the engagements he has made to pay. The income or means of an indi- 
vidual or corporation. 

FINANCIAL STATEMENT.— See Balance Sheet, Trading Account, 
Profit and Loss Account, etc. 

FIRE INSURANCE ACCOUNTING.— There is some marked 
diiiference in the preliminary legal requirements for a mutual and a joint stock 
form of company, for the stock from the required capital ranges from 
$100,000 to $1,000,000 in different states. In the mutual form the incor- 
poration law demands a given number of risks to be taken at the start, 
simply for the "privilege" of incorporating; the Massachusetts law for 
instance, puts it at four hundred "first class risks" and the premiums paid 
down upon them. In this case it is strictly needful that the cash book and 
stock subscription record show a distinction of premiums paid in on capital 
and those paid in on assessment account, although both classes of pay- 
ments are in a sense subscriptions to capital. 

There are again "pure mutual" fire companies without capital, and 
mutuals with a guarantee capital; both dififering from the stock form 
somewhat. It is the guarantee form which requires the 400 risks named 
above; the Ohio law demanding two hundred "separate risks, no one of 
which must exceed $5,000, although the premiums paid down upon them 
tor a single year must yield not less than ten thousand dollars in cash." 

Each subscriber to the capital has to agree in writing that he will be 
responsible if need be for five annual premiums paid in advance, the agree- 
ment attested by a justice of the peace, or some equivalent officer. This 
is a protection against loss and the expense account; while the by-laws 
usually deal at great length with the extent of this "contingent mutual 
liability," as it is called. 

The assessment books are of some importance as to their rulings m 
this class of companies. According to the law they must record "the 
order for the assessments, with statement of the company's condition at 
the time, the amount of cash assets deposited, notes or other contingent 
funds liable for the assessment, the amount the assessment calls for, the 
particular losses or liabilities that k is intended to meet, and must be signed 
by the directors who voted for the order." (Mass. Laws.) 

If we now go to work and plan some comparison between the income 
account of the stock and mutual forms, we shall have a series of tabula- 
tions like the following, taken ifom "actual figures" in current reports : 
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I. JOINT STOCK CO. 

Premiums and bills unpaid at close of last year $ 65,222 93 

Premiums on risks written and renewed during year 542,954 33 

Total • $608,177 26 

Deduct premiums and bills in course of collection at this time 63,489 85 

Entire premiums collected during the year $544,687 41 

Deduct re-insurance, rebate, abatement and return premiums 93.95° '^ 

Net cash actually received for premiums (all fire) $450,737 I4 

Interest on bonds and mortgages 13.742 16 

Interest and dividends on stocks, bonds and stock loans 118,479 49 

Income from all other sources: 
Rents, $7,839.16; commissions, $1,013 27; policies and transfers, $1,396.00; 

surveys, $117.00; total 10,365 43 

Total $593,315 22 

(Deposit premiums received for perpetual fire risks, $11,496.10). 

II. MUTUAL CO. FORM INCOME ACCT. 

Gross amount of cash premiums received on mutual policies issued during 

year $ 33041 

Gross amount of cash assessments received where no premium notes are given 62,788 20 

Received from borrowed money. 5,400 00 

Received from other sources: Membership, $132.50; from fees, $536.35; 

interest, $122.86; total 79' 21 

Amount of assessable insurance effected during the year, where no premium 

notes were given, $304,835.00 $ 69,309 82 

From the partial aid of these comparative forms we can now proceeji 
to draft first the cash book forms for the two companies. 

Stock Company Cash Book. — Receipts. — Date ; deferred or overdue 
payments ; current premiums.; fees, transfers anii surveys ; interest account 
on bonds and mortgages; interest and dividends on stocks, stock loans, 
etc. ; rentals ; commissions ; discount on net perpetual premiums ; earnings 
on perpetual policies cancelled ; sundries. 

Disbursements. — Date; cash dividends; commission and brokerage, 
salaries, fees, etc. ; state, national and local taxes ; rentals ; legal account ; 
advertising, printing, etc. ; office ; fire losses account ; interest ; sundries ; 
licenses, maps, postage, traveling, adjusting, underwriters' association, 
etc. ; memoranda ; voucher number; ledger folio. 

Mutual Company Cash Book. — Receipts. — Date; gross cash pre- 
miums on policies issued during year ; borrowed money ; interest on loans : 
premium notes; interest on bank deposits and dividends; survey, policy 
and transfer fees; commissions; reinsurance; policy cancellations (return 
premiums); rentals, taxes; past due collections; memo. 
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Disbursements. — Date; losses on mutual policies; return premiums;, 
loans repaid ; printing and advertising ; rent and taxes and fees ; traveling 
and adjusting; legal; surveys and inspections; reinsurance; interest and 
discount ; salaries, etc. ; sundries, exonerations, affirmations ; office ; memo. 

PassiHg now to a study of the premium account, we may consider (i^ 
the conditions under which it is levied or assessed ; (2) its amount and how- 
determined ; (3) the number of premiums employed to attain given ends ,. 
and (4) the exchangeable character of the premiums and the conditions, 
thereof. 

a. The Levy. — In round numbers the premium rate approximates 
one dollar for each hundred of valuation on ordinary risks ; on larger risks, 
it reaches as high as two or more dollars per hundred (for factories, etc.)^ 
the formulation of the rate depending on entirely different principles from, 
those that govern the size, etc., of life and accident premiums. In house 
building, where an extension of thirty days is granted the owner of a rising- 
frame, so that his partially finished house can be insured before completion, 
another different Tate is employed, designed to meet this particular kind of 
cases, and its allowance is noted by a rider pasted upon the policy inside. 

The laws of many states limit the insurance period to seven years, at 
the end of which time a new policy must be taken out. 

In both mutual and joint stock companies, the premiums are less- 
varying than in life accounts, as the objects insured are, in one sense of 
the word, less likely to "expire" as risks ; and wherever the duration of the 
risk is constantly in danger the premium changes to accomodate the. 
variant liability. 

2. The maturity principle is also absient in fire forms. Indirectly,, 
hre laws emphatically limit the liability to the face of the premium notes, 
in mutual form, saying, "The person insured, his heirs, etc., are liable for 
losses and necessary expenses in proportion to the original amount of the 
deposited note ;" and when the directors meet to assess the members for 
loss, deficiency, etc., the levy cannot exceed the sum of the faces of the. 
premiums due, without impairing the financial standing of the company. 
Where it says the amount of loss is divisible among them, "in proportion to- 
their unpaid premiums," this does not necessarily imply that the assess- 
ment of the total amount due on premium notes will cover the loss. 

3. There is some difference in the size of the premiums, depending^ 
on the character of the risk, which is not determined by life principles, but 
upon what is strictly an arbitrary basis fixed by the directors. The differ- 
ence between the power of the directors of mutual fire and life companies 
in this respect is quite noticeable. 
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4. In the joint stock form the premium notes are secured by heavy 
'collaterals, in the mutual form Ijy indorsement, a distinction to be carefully 

noted. Says the fire law, "No notes shall be, accepted as part of such 
■capital stock unless accompanied by a certificate of a justice, notary or dis- 
trict clerk," verifying the financial responsibility of the note makers. 

5. The absence of the individual member interest account in the 
•mutual form is another point; that is, a "penalty provision," as it may be 

called, which prevails in life forms. And even in cases where the delinquent 
members are sued for unpaid premiums, interest is not a factor of the 
irecovery, but only the costs are named ; if a member is delinquent for thirty 
-days after demand, then "the directors may sue for and recover the whole 
-amount of his deposit notes, with costs of suit." (Nebraska Laws.) 

6. The policy being a lien on the interest of the insured in these com- 
panies, covering the land as well as the erections, held as security for the 

■payment of the premium notes (deposit notes), as well as for assessments 
-for loss, deficiency, etc., there is in most States a printed clause attached to 
the policy, describing the nature and extent of this lien, and giving per- 
mission for the sale of all the rents and profits of the delinquent property 
-for five years, to satisfy the deposit note and assessment call, with return 
i,o defendant of any surplus after sale ; and with privilege in a year's time to 
-redeem the property by paying amount of company's claim and costs of 
suit ; and the surplus is referred to because in any extensive audit there 
are many possibilities of its use; for example, it can be employed as the 
basis of a new membership in the company, and enough deducted from it 
to pay down a given number of premiums ; or a sufficient amount to carry 
on the protection of the old risk, and partly cover others which it may be 
desired to keep protected; and in this respect to the entries in the cash 
book would have to be made as in manufacturing accounts; that is, the 
entire amount recovered charged (and credited to the delinquent); the 
credit balance to his account then arising, if any, used in taking out new 
insurance, and in case of any still further balance coming to him, its pay- 
ment would pass again through the cash book, with ample explanatory 
entries ; and too much time cannot be taken up in an accounting article in 
setting forth the benefits of the fullest annotation in cash books of such 
companies, on account of the peculiar and complex character of the trans- 
actions. 
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Let us see, in passing, how some of these entries would appear on 
record : 

$350.00 delinquent premium; , 

125.00 amount assessed per board of directors. 



$475.00 total amount due; 

15.00 costs of suit to recover amount; 



$490.00 total charge against defendant. 
507.00 recovery of rents and profits, say, for four years; 

$ 17.50 credited to the member; 

30.00 new insurance payable, covering (name the risks for, say, two 
years) from 



$ 12.50 deficiency; 

35.00 credit by dividend declared after five years workings of fire 
company. 



$ 22.50 amount payable to defendant member. 

7. In most States a clause of auditing interest is attached to the 
section providing for the sale, saying the property so relinquished can be 
redeemed within one year from the time of sale ; and, in proving the cor- 
rectness of the redemption entries, the by-laws would have to be looked to 
for its sanction, etc. 

8. In assignments of interest in policies, assignee has the same right 
of redemption as assignor ; but as to the passing of the dividend with the 
interest, that is a matter about which there has been so much controversy 
that it is not taken up in this article. It depends really upon special agree- 
ments made at the time of the disposal of the interest. 

9. Before the attachment of any lien on premium notes (deposif 
notes), which necessitates their "calling in," in whole or in part, the law 
requires a fiscal statement by the directors, showing nature and extent of 
loss to be made up, cash on hand and the premium notes collectible, and 
finally the amount of the assessment; information publicly given to the 
ones who are amenable to the call. 

3 and 4. Exchangeable character of the premiums and their book 
representation. 

I. The ruling of the cash book shows somewhat the difiEerence 
between the joint stock and mutual forms, the mutual having no need of 
any special column for "deferred premium" account. There a delinquency 
is satisfied by recourse to the collaterals, which are not required in the 
other form. Because, in the stock form, the premiums paid in before busi- 
ness can be done are held as security, advance penalties for future lapses. 
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2. In answer to the question, what becomes of the surplus arising 
from any forced sale of collaterals in case of a deficiency on the part of a 
mutual company member, that surplus goes either directly to the credit 
of some such account as the "Discount" column given in the cash book 
form, or else is used as a reducer of such disbursement items as "affirma- 
tions and appraisements;" or "insurance department fees," or "incidental" 
account, where that special sub-head is used in the rulings. In these lapses 
the member either steps out entirely and receives back the surplus, or else 
returns to membership under new conditions, permitting the surplus to 
stand as a credit to his account in the new relation. If he does return, his 
extra payments, when made to substantiate and confirm his new relation 
of renewed membership, are placed among the receipt columns in the cash 
book, headed "transfer fees," or "applications and additions," or possibly 
"commission account." There are many possible variations, all strictly 
within accounting requirements, as a rule. 

3. Again, subscriptions to the stock form are not premium pay- 
ments ; these must be taken separately by the subscribers if they wish their 
property secured from loss by fire ; while in the mutual, subscription to the 
stock is a subscription to the premium account, an important distinction. 

4. In regard to the "all-cash" plan, represented in the mutual cash 
book rulings, this is simply a substitution for the note payments entirely, 
but the Iowa code, for instance, limits the term under which such pay- 
ments can be made and abatements secured thereunder, to risks of but a 
single year ; and again, tlie accounting principles which might be expected 
to govern the ' diminished amount to be paid in on an account of the 
"advance" payment, are formulated by the directors, without reference to 
any increment, interest or other "accumulative" features whatever. As 
above, they are governed in this particular by the special character of each 
risk as to danger, location, protection, amount of insurance carried, etc. 

5. In regard to the "short rate" tables used by fire companies, the)' 
are usually prepared by the Auditor of State, and a copy attached to each 
policy, where the company employs them at all. The usual note attached 
to these tables is of interest here, as a guide to the accounting principle 
used, namel)-, "This table is the basis of calculation when poHcies are issued 
for less than one year, and when cancelled at request of assured. When 
cancelled by request of company, pro rata is charged." (That is, the unex- 
pired term is paid back. If it has run nine months, three months or one- 
fourth of the premium is returned.) 

6. The rate on a one-year policy range in the vicinity of one-half to 
one-fourth per cent, of the policy premium per day. The schedule in actual 
use with one company, used here for illustration, reads: "On a one-year 
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policy that has run fifteen days, 14 per cent. ; one month, 20 per cent. ; forty- 
five days, 2^ per cent.; two months, 30 per cent.; three months, 40 per 
cent. ;" and so on. 

The insurance law specifically provides that this recovery rate is for- 
feited if the policy is assigned. 

7. In making up fiscal and other statements, the fire company, gov- 
erned by special legislation, prepares from its cash books and other sources 
of information periodical tabulations reading as follows : 

(a) Ratio of same to each $100 of risks written. 

(b) Ratio of same to each $100 of risks written. 

(c) The amount of rioks written to each doUai: of loss. 

(d) The average rate of premiums to each $100 of fire risks written, 
thus affording a loss ratio, an expense ratio and the average premium rate 
(through cash book reference). — P. H. Grover. 

FIRE INSURANCE RECORDS FOR FACTORIES. 

Any book devised for this purpose ought to be made independently 
for each company, as the special demands in individual cases are so variant 
that anything like a uniform book to meet general requirements is hard 
to find. 

There is a continual changing of the policies, in the first place, in a 
large factory which may carry as many as thirty to fifty on its combined 
departments; and this makes it necessary to keep the records in pencil, 
erasing names and figures as fast as changes occur, of which there may be 
a dozen or more every month. 

To aid comparison of, items, the lines should be ruled at the right and 
left of the two open pages lying before the reader; and, as the names of the 
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companies in which insurance is carried, is and remains substantially the 
same for years at a time it may be, the most frequent changes will be in 
the policy number first, second in the amounts and their distribution, 
which for general purposes is as follows: Machinery, main building, 
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fixtures, warehouse Nos. i, 2, etc., machine shop, machinery in same, stock 
(which needs but one column, although it may be in a number of ware- 
houses, unless special insurance is placed on different, grades of stock, 
when a separate column will be needed for each). 

The total amount of insurance carried will have to be examined almost 
daily, where changes are constantly taking place, and the footing in the 
record proved to be the same as that carried in the ledger ; and this will be 
so, if amounts rebated, expired insurance, etc., are taken care of as fast ai 
the policies expire. 

Another feature demanding notice is the unbusinesslike method of 
the company manager or director combining his private insurance account 
with the company insurance, having part of a premium charged to him, in 
which case a sundry or some equivalent column will have to be kept in the 
general record book. 

With the above memoranda the above form will be easily under- 
stood : 

NOTES. 

I. Where a number of policies are cancelled and a single one sub- 
stituted for them, there is involved quite a large amount of corrective work, 
requiring great care. As an example from actual practice, writer recently 
had a case where three policies, expiring January 23rd, for $500 each, were 
renewed by a combination policy for $1,500. The policy number was 
changed first in pencil ; second, the three cancelled policies were ruled from 
the record with red ink, to show they were out of the race ; third, the insur- 
ance being divided between the main building, warehouses, fixtures, 
machinery, machine shop, machine shop machinery, stock, and the pro- 
prietary accounts, in the three original policies, all this was changed, and 
in the combination an entirely new basis of division was made which had 
to be changed in the pencil memoranda (this was done by reference to the 
rider or printed slip inserted on the inside of policy) ; and fourth, the entire 
premium column was changed, for where an agent sends in a bijl for a 
number of policies it often happens that the premium marked on the out- 
side of the policy is not a safe guide for making the records in the insur- 
ance book, on account of certain deductions made in the bill through the 
payment of a large number of premiums at once; and the bill is the dernier 
resort in this case as an original document. This is a matter needing 
great care. 

2. If a number of factory departments are carried on the books and 
the insurance divided among them, a general insurance account cannot 
be carried in the ledger, but in making up the fiscal statements the utmost 
care will be needed in getting at the premium footings as a part of the 
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assets (from the insurance book itself), which is assumed to have been so- 
kept that the sum of the divided amounts carried as charges against the 
departments will egual the amount carried in the record itself. 

3. If the columns are kept constantly added in the record, the aver 
age premium rate can always be readily found by dividing the total insur- 
ance carried into the premium footing. 

4. Where a policy is cancelled without a renewal either with thei 
same or another company, that fact ought strictly to be noted when ruled 
out by a red ink memorandum written across the page parallel with the- 
entry of the cancelled policy, so that in future examinations of the record 
book the special disposition of that particular policy will be dear, and time 
will not be vainly spent in looking for its renewed existence among the. 
items on the page lower down. — P. H. Grover. 

The following is a method of accounting used by a large fire insurance, 
agency representing seven companies: 

All policies, when written, were copied in full in the company's regis- 
ters, as required by them, and a daily report of same sent to the home- 
office. 

For the purpose of having a complete list of the business of the- 
agency, in case any other companies should sever connection with the 
agency, a general register was used as per Form i, in which was entered an, 
abstract of all policies issued and cancelled. 
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This register was written up in chronological order, four or five pages- 
being set aside each month for each company's business. It being 
necessar}-^ to keep this register for record purposes, it was made to answer 
the purpose of a journal by the insertion of two extra columns. From, it 
the customers' ledger, the line book and the expiration register were writ- 
ten up daily. 

For a customers' ledger a book ruled and printed exactly like the bill- 
heads was used to save time in rendering statements (Form 2). For a line 
book all policies were entered on maps with a lead pencil, and cancelled' 
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policies and expirations erased. The expiration register contained a page 
■of fifty lines for every day in the year, and was used year after year until 
Alied.' 
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At the close of the month's business, the companies' accounts current 
-were made up from the general register and journalized as follows: 

Companies — 

To premium acct. (for rebate and returned premiums) 

To commission on (15 per, cent, on net business) 

To expense (postage, etc.) 

Premiums — 

To companies (for policies issued) 

This entry was repeated for each company. 

The cash columns and customers' ledger columns of the general register 
were totaled. The cash columns should now agree with the premium col- 
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umns in the journal (Form 3). The customers' ledger columns were jour- 
nalized as follows: 

Customers — 

To premiums (for policies issued per general register) ; 

-Premiums — 

To customers (for policies cancelled per general register) 

This entry was repeated for each company's business. 

The premium account was kept for the purpose of showing the total 
amount of the business of the agency, and always closed itself. When the 
above entries were posted the journal could be closed and the trial balance 
taken. 

Bill§ were rendered for every account in the customers' ledger and 
listed for the use of the collector. This list also answered the purpose of 
verifying the balance of the customers' ledger, which should agree with 
customers' ledger account in the general ledger. 

This system reduced the daily work of book-keeping to- the posting of 
the personal accounts. The personal accounts were always ready for set- 
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tlement. The companies' current month's business was shown by the 
pencil footings of the premium and returned premium columns of the gen- 
eral register, and the rest of the business by the journal. 

F'or keeping record of the expirations, cards are frequently employed 
which are furnished with monthly guide cards, so that all the expirations in 
any particular month may be filed together for immediate reference. 

A record of the particulars of insurance carried by all companies on 
the property in question can also be kept on the came cards. 

FIRE INSURANCE ADJUSTMENT.— The fire insurance adjuster 
is usually an exceedingly clever individual selected by insurance companies 
as a man possessing an uncommon knowledge of human nature, one who 
can tell at a glance if the claim is fraudulent by the actions and appearance 
of the claimant, and who will promptly know when it will be good policy 
to make a prompt and liberal settlement. 

The adjustment of fire losses frequently presents some rather puzzling 

problems as to value of inventory on hand, etc., but as a rule, it is safe to 

calculate the average profit made during the preceding twelve months, and 

proceed as follows : 

Inventory January ist $ 

Purchases 

Total $ 

Gross Sales $ 

Less Average Percentage of Profit 

Cost of goods sold $ 

Deducting net sales from the footing of Inventory and Purchases, the 
difference remaining is the approximate amount of Inventory at date of 
fire. 

The entries to be made on the books of account covering the adjust- 
ment may be treated somewhat as follows : 

The S. Krajove Piano Manufacturing Company was partially destroyed 
by fire November, 1900. It carried insurance on buildings, machinery and 
stock of $30,000. This insurance was placed January ist, 1900, at 2 per 
cent., and the premium amounted to $600 for one year, which was paid in 
advance. The actual value of the property insured was estimated at 
$35,000. The actual value of the property destroyed or damaged was 
$20,000. 

The insurance adjusters claimed that the actual damage by fire was 
$15,000, and they agreed that the insurance companies should pay this 
amount and all the S. Krajove Piano Manufacturing Company to keep the 
salvage — that is, the buildings, machinery and stock damaged, but not 
entirely destroyed. 
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In formulating a claim against the insurance company the amount of 
inventory hand when last taken, July ist, 1900, was used as a basis. To 
this stock was added the total of invoices of goods purchased, labor accord- 
ing to cost records, freight and percentage of administrative expense. The 
average percentage of gross profit as shown by the records of the six months' 
business, from January to June, was then deducted from the total sales and 
the remainder deducted from the inventory, plus purchases, plus labor, 
plus freight, plus proportion of administrative expense, the difference being 
the average inventory on hand at date of the fire. 

The following entries were then made on the books to adjust the matter : 

Dr. Cr. 

Insurance Account $IS,CXX) 

Amount of damages agreed upon by insurance adjusters," 

Buildings $7,000 

Machinery 3.500 

Unfinished Stock 4.S00 

Salvage Account S.cxx) 

Value placed by insurance adjusters on that portion of 
buildings, machinery and stock in trade that was damaged but 
not entirely destroyed by fire, viz.: 

Buildings ,.$2,500 

Machinery 1,500 

Unfinished Stock 1,000 

Building Account $9)500 

Machinery Acct 5,000 

Unfinished Stock S,5oo 

The S. Krajove Piano Manufacturing Company rebuild that portion 
of their premises which was destroyed by fire and which was valued in the 
salvage account at $2,500, but they consider it worth only $2,000. The 
following entry is therefore made on their books: 

Building Acct $2,000 

To Salvage Acct $2,000 

For portion of building damaged in fire used in reconstruction. 
The S. Krajove Piano Manufacturing Company repair some of the 
machinery which went through the fire and value such machinery over and 
above cost of repair at $1,000. The damaged uncompleted stock is sold for 
$1,250 to J. Smith & Co. The following entry is therefore now made: 

To Salvage Acct $2,250 

Machinery Acct $1,000 

Machinery damaged by fire, repaired and used in mill. 

Dr. 

J. Smith & Co $1,250 

Salvage sold to them. 
Cash payment is received from the insurance companies amounting to 
$14,250. Make entry on cash book, debit side: 

Dr. 
Insurance Acct., Cash payments from insurance companies (itemized). $14,250 
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One of the insurance companies goes bankrupt before paying its share 
of the damages, on^ account of which the S. Krajove Piano Manufacturing 
Company is unable to collect $750 of the insurance money. The following 
entry is therefore made : 

Fire Loss Acct ./. $750 

To Insurance Acct $750 

Insurance uncollectable owing to failure of Union Fire Ins. Co. 

All of the salvage having been disposed of and a debit balance of $750 

■remaining on that account, the following entry is made to close the account : 

Fire Loss Acct $750 

To Salvage Acct $750 

Net loss on salvage from fire. 

The amount paid January ist, 1900, for one year's premium on insur- 
ance now remains standing as a debit balance on insurance account. At the 
end of the year the following entry is made to dispose of this balance : 

Insurance Account $600 00 

Profit and Loss: 

II months' premium from Jan. i, 1900, to date 

of fire $SS0 00 

Fire Loss Acct. 

One month insurance premium (where the loss 
exceeds 50% of the insurance, the com- 
panies make it a rule not to allow for the 
balance of unexpired insurance) 50 00 

— A. A. Pribnow. 

In many fire insurance policies the average clause is inserted. This is 
generally worded as follows : 

"It is a part of the consideration of this policy and the basis upon 
which' the rate of premium is fixed, that the assured shall maintain insur- 
ance on each item of property insured by this policy equal to the actual 
cash value thereof, and that failing so to do, the assured shall be an insurer 
to the extent of such deficit, and in that event shall bear his, her or their 
proportion of any loss." 

This clause works in the following manner : 

If property valued at $10,000 is insured for $7,500, and there is a par- 
tial loss by fire of goods to the value of $3,000, the insurance company 
would pay $2,250, or same proportion of the loss as the amount insured 
bore to the total value, viz., three-quarters. 

When the amount received from the insurance company for rebuild 
ing and replacement exceeds the cost of such rebuilding and replacement, 
the surplus can be distributed as profit, but the amount of such distribu- 
tion should be separately stated so as not to affect the trading statistics. 

FISH (WHOLESALE) BUSINESS ACCOUNTING.— A whole- 
sale fish and oyster house usually deals also in game, poultry and canned 
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goods, making so many separate departments of which record should be 
kept. 

At the opening of the house, before sales can be made, there must be 
purchases; and it will consequently be appropriate to notice first the 
records with which these latter are particularly concerned. Much of the 
stock, because the goods are perishable, must reach the house by express. 
The express company's drivers deliver this class of articles in a rush, 
hastily get a receipt for them, and, in several hours thereafter, call on the 
cashier for payment of charges, for which, unlike the railroad companies, 
they render no expense bill, and give no receipt, when money is handed 
to them. Here a dishonest cashier could make a great record for himself, 
to prevent which a book is provided for the purpose of obtaining the 
driver's signature for all amounts paid to him. Its form is here shown. 



Date Packaga Goods We(ght 



From 



Express Charges 



Signature 



The entries in this book are not made until the shipping clerk, or one 
of his assistants, has notified the cashier that the package or packages for 
which charges are claimed have been received. This he usually does by 
going with the driver or collector to the cashier's windpw. As this ship- 
ping clerk generally fills the position of receiving clerk, he must, at the 
time of receipting for the goods, make an entry of them in his receiving 
book, together with the charges. The receiving book difiFers from the 
form already shown in two particulars only — its column spaces are very 
considerably wider, making a large book necessary, and the "signature" 
column is placed with a "remarks" column. At any convenient time, dur- 
ing the day, generally the afternoon, the cashier must get this book, and 
check its express entries against his own. He then hands the book to the 
clerk, who checks the bills. If the latter has any unchecked bills on file, 
he compares the receipts with them, or if he discovers that there is a receipt 
for which he ought to have received a bill, he makes prompt request for 
the necessary record. Should the receiving book disagree with a bill, he 
is expected to call on the shipping clerk for an explanation, and if the 
latter insists on the correctness of his entry, it will be the checker's duty to 
notify shipper of his error, and make proper change on the bill, even 
though this should increase the amount of the shipper's charge. 
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AH deliveries are made by the shipping- clerk or under his direction. 
For the purpose of recording these he has three kinds of books, known as 
"Shipping Room Sales Book," "shipment Sales Book," and "Peddler's 
Sales Book." The iirst two kinds are always used in pairs, one of each 
pair being marked, "Monday, Wednesday and Friday," and the other 
"Tuesday, Thursday and Saturday." This, it will be seen, enables the 
book-keeper to post from one of each pair while the other is in use in the 
shipping room. The form of a shipment sales book may be an ordinary 
journal ruling, the date column of which is used for the route, each page 
being headed with the day and date of shipment, in large, strong hand, 
so that, in turning the pages of the book rapidly, these matters may be 
readily seen. At any time during the day, the entries in this book must be 
checked against the freight and express receipt books, both of which are ruled 
to suit almost any business, and do not, therefore, require explanation. 
Checking them with the shipment sales book will prevent any shipments 
getting out of the house without being charged. Just beneath the "route" 
in this book will be written the word "account," or "C. O. D.," indicating- 
whether the shipment is to be charged to the consignee, or entered in the 
C. O. D. Sales Book, which is kept in the office. The shipping room sales 
book differs from the shipment sales book only in the color of its cover, 
this being a necessary mark of distinction. 

The sales will be assembled in the book known as the "Sales Abstract 
Book," for purposes of posting and division, and distribution into proper 
columns of the amounts in dollars and cents oj each class of stock sold. 
If the shipping clerk is not asked to make the division there is no reason 
why his books should not be ruled like the Sales Abstract Book, thus : 



] Route and 

Mode of 

Ship 



Name and 
Articles 



Address and 

Price of eacli 

Article 



Le'gr 
Page 



Total 



Oysters 



Fish 



Game 
and 

Poultry 



Canned (,Qj3 

LjOOdS 



Casli 



The column marked "Route and Mode of Shipment" should contain, 
in addition to the route, the notation "C. O. D.," or "Account." If the 
former is made, the amount of the sale should be extended into the "C. O. 
D." column, and when the book is posted, "C. O. D." entries should be 
marked in the folio column with a check and passed until the end of the 
month, when the total of the C. O. D. column should be posted to the 
debit of the C. O. D. account in the ledger. At least three extra columns, 
like the "cash" columns at the right, should be provided in this book, and 
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one of these should be headed "Sundries." Into it should go the prices of 
those things which the house has been requested to buy and ship to the 
customer, together with the shipment from the house's own stock. In the 
case of the "Shipping Room Sales Book," the above form will be modified 
by the omission of the C. O. D. column and the addition of one column 
headed "Credit." 

The address, of course, may be omitted, as all the sales are city sales, 
but the column will be retained, as in the shipment sales book, for the pur- 
pose of totaling each sale. 

The totals of the oyster, fish, etc., columris are transferred to a record 
book provided for that purpose, but are not posted to the ledger where 
''Merchandise Sold" is the account to be credited for the sales. 

The third kind of sales book may be called "Peddler's Sales Book." 

It includes only those sales made by city salesmen who make their 
own deliveries, their stock being usually in the wagons which they use in 
soliciting local trade. This last fact furnishes the reason why they are 
known as peddlers instead of salesmen. Two pages of the book are used 
t^ each one of them every business day, and each peddler has a book plainly 
marked with his name, for the record of his sales, and ruled in this way, 
on the left-hand page : 



Name. 



Date., 



' Name of Articles 


Oyst'rs 


Game 

and 

Poultry 


Caoned 
Goods 


Sun- 
dries 






FISH 


Total 


White 


Trout 




.-^ 












' 











The appearance of the right-hand page is as follows : 

TRUSTED. 



Name and Address 


Articles 


Ledger 
Page 


Oyst'rs 


Game 

and 

Poultry 


Canned 
Goods 


FISH 


Total 


White 


Trout 




Add amount of collections 
as follows: 





















On this last form no column for "Sundies" is shown, but it should not be 
omitted from the page, which should also contain at least one extra money 
column, to be used for the collections in detail. All the entries on the 
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peddler's books are made by the cashier or a clerk. If the latter, he places 
the cash returns of each peddler in an envelope, after ascertaining their 
correctness, marks the envelope with name and amount, seals it, and places 
it in the safe until morning, when the cashier checks it with the peddler's 
book, and makes proper entries for its contents in the cash book. The 
size of the first two sales books described may be easily determined by any 
office man, but the peddler's book is a matter of experience in the fish and 
oyster business. It should be twelve inches in wid|:h and eight inches in 
length. If made longer, there may be a considerable waste of space every 
day. Each one of the books should have the letter "P" and a number 
stamped on the outside of the cover, the inside of which should contain 
the name of the peddler using it. If more than one peddler's sales are 
entered in it, dates should be written in connection with the name, as for 
instance : 
"Chas. Johnson — From June ist, 1888, to July ist, 1891." 

The other sales books should be similarly lettered and numbered, the 
letter for one kind being "S. R.," and for the other "S." 

The goods which the peddler sells are delivered to him by the shipping 
clerk, who makes a record of the delivery on a form like the following. 



Chicago,, 



Received of.. 



189.... 

in good order, by 

• the following articles: 



Oysters in Cans 


Oysters in Gals. 


Fish 


Sundries 


Game 

and 

Poultry 


Cann'd 
Goods 


Pails 




XXX 


XX 


T. M. 




Stan. 


Sel'ct 


N.Y. 
Cou's 


Whte 


Tr'ut 




Cans 

































RETURNED 



This sheet is torn from the block of which it forms a part, and placed 
on file at the shipping desk. If during the day, the peddler calls at the 
house for an addition to his load, the entry for this is made upon the sheet 
At night, under the head of "Returned," he is credited for so much of his 
load as he delivers to the shipping clerk, who makes the necessary calcula- 
tions to show the sales of the peddler. The latter then inspects the sheet, 
and finding it correct, "O. K.'s" it, and hands it to the cashier or clerk, 
This latter then records the net result on the left hand page of the proper 
"'Peddler's Sales Book." He also makes, in accordance with the peddler s 
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bill stubs, the entries for all sales on account, under the head of "Trusted," 
on the right hand page. Adding to this the collections which the peddler 
reports from the stubs of a small receipt book which he carries, he deducts 
the total from the amount of the day's sales, and informs the peddler how 
much cash he must produce; and settlement is accordingly made. The 
stubs above referred to, when the book they form part of, is filled, are given 
to the house, properly marked, and filed for reference. The bill book is the 
only one needing description, as the receipt book is of the familiar form. 
The former is four by nine inches in size, and is usually like the following. 



M. 



.189. 





Gals. Standards 








" Selects 








" N. Y. Counts 








Lbs Fish 























This form is preceded by the name of the concern to which the house 
belongs, and is exactly like the one used by the shipping clerk for sales 
made by him and his assistants. It is not necessary, however, that these per- 
sons should have them bound in the form of bill and stub, and they should 
therefore have them in blocks of bills without stubs. In the case of a cash 
sale, they take care to see that purchaser stops at the cashier's desk and 
pays the bill. On the day following the cash sales of each date in the ship- 
ping room, the cashier should check his cash bills with the cash column 
in the shipping room sales book, and should, without delay, proceed to 
trace the cause of any discrepancy he may find. The day's total of thi.i 
column he will enter in his cash book under the column-heading "Cash 
Sales, Shipping Room ;" and as the book-keeper gets his posting for cash 
sales from the cash book, he will of course merely check these sales in ship- 
ping room sales book. 

It will not be necessary to use the invoice abstract book until the end 
of the month, when all invoices received from one house or individual may 
be grouped so that a single credit will be sufficient for them. In the mean- 
time, as soon as the invoices are checked, they should be placed in a file 
marked "Invoices to be credited." Should the agreement with the seller be to 
make payment before the time for entries in this book, it will not be a diffi- 
cult task to get his invoice from the file, secure his receipt on it, or on a 
statement, and re-file it to await the time of credit. But there are numer - 
ous instances in which no bills for sales are furnished to a dealer in articles 
of this kind. This is especially true of people who send him game, poultry, 
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and fish. They notify him by letter that they have shipped him certaim 
quantities of fish, game, etc., and ask him for a good price. The first entr> 
of these shipments is in the receiving book, from which they are trans- 
ferred, at the end of the week, to a record book called "The Country Ship- 
pers' Record." If Saturday should be an inconvenient day for the office 
force to attend to the preparation of this record, any other day may be used' 
for the work, care being taken not to omit it in any week. When the record 
is completed for one week, statements showing each shipper's prices, amounts 
and total due him, are made from it ; and these, together with checks to pay 
them, are promptly mailed to the proper parties, the entries of whose; 

shipments are then marked with the rubber stamp, "Paid, , 189. . " 

The size of this book is usually twelve inches long by ten in width, and its 
ruling is of the ordinary journal form. It and the invoices furnish all the: 
entries for the Invoice Abstract Book, whose ruling is here shown : 



Date 



Name 



Address 



Ledger 
Page 



Total 



Oyst'rs 



Fish 



Cann'd 
Goods 



Game 

and 

Poultry 



Exp. 



It should be eighteen inches wide and twenty-four inches long, and 
should have three or four of such extra columns as the one at the right of 
form is. It is customary to place next to the "total" column in this book, 
as in all other books from which postings are made, a small column for 
check marks. 

The "C. O. D. Book," heretofore mentioned, whose entries are takei*. 
from the "Shipping Room Sales Book," may be of any convenient size, its. 
object being to trace C. O. D. shipments from time of delivery to the express- 
company to the date of its return made by the agent ; and it will be found of 
great importance to use it if for no other purpose than checking the express 
people's neglect. A good form for the book is as follows: 



Date ot 
Ship. 



Name 



Address 



R. R. o» 
Exp. Co. 



Date of 
Return 



Loss and 
Transp. 
Charges 



Net Amt. 
Returned 



Remarks 



Provision is here made, it will be seen, for shipments by draft and bill 
of lading, though these will be comparatively few. The total of the 
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■^'amount" column should agree with the C. O. D. column in the shipping 
:room sales book, and each month's business should be separated from that of 
■every other month. 

The Receiving and Sales Record is used to show in condensed form all 
the leading facts in reference to the receipts and sales. Where the business is 
small and represented by one house only, it may be dispensed with, thus 
•saving considerable labor on the book-keeper's part, as he must collect all its 
• entries from the receiving and sales books. The folio method of numbering 
pages is used in this record, but the ruling of each page is the same, the 
right hand being headed receipts and the left hand "Sales." The peculiar 
form is here shown : 





OYSTERS 










Canned 


Game 

and 

Poultry 


Sundries 


Date 


In Cans 


In Bulk 


> 




Goods 






X 




II 


CO 






3| 


^1 






01 

s 

I 




> 


12 


9 

■3 
> 


V 

a 

























To this form a column for total values may be added, and it will be 
useful in checking errors of amounts placed in the other value columns. The 
Ijook should be two feet wide by eighteen inches in length. Where the 
business is quite large, or conducted by means of branch houses reporting 
to a headquarters, a record like this is almost indispensable. If it is not 
used, when the auditor makes his rounds, he will find it necessary often to 
■stay several days at a branch for the purpose of collecting the data which it 
furnishes. From it and the C. O. D. book, losses incurred by the spoiling 
-of perishable goods may be readily approximated. 

The Cash Book should be ruled with six money columns for each page. 
Those on the right should be headed "Peddlers," "Shipping Room," "City 
Ledger," "C. O. D.," "Out-of-town Ledger," and "Private Ledger," respec- 
tively, while those on the left should have the headings "Expense," "Cash 
Purchases," "City Ledger," "Express and Freight," "Out-of-town Ledger," 
.and ''Private Ledger." The journal will be very little used, and may be of 
the ordinary form, unless it be considered that this would make the division 
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for each ledger difficult, in which case it would be necessary to have a six- 
column journal. This, however, can be found in the stock of large stationery 
houses, and need not therefore be specially prepared, the heading of the 
columns being done with pen and ink. The private ledger will contain few 
entries, and may be small ; or it may be combined with the city ledger. Both 
the city and country ledger should provide for many accounts, and conse- 
quently a ruling which allows two accounts in the width of a page without 
increasing the ledger width is preferable to others. It is not necessary 
that the descriptive column should be more than one and a half inches wide, 
as in it should be entered only the number and initial of the book from 
which posting is made. 

If the house for which the book-keeping is done is a branch, reports 
of sales and receipts of stock will be required weekly by the headquarters, 
and this may be obtained by the manager from the record already shown. 
Other facts needed for this report — prices, for instance — can be taken from 
bills, etc. It should be accompanied by the cash statement taken from the 
cash book by the cashier. This should show the balance on hand at the last 
report date, as well as the latest balance. No special form is needed, a simple 
journal ruling properly headed, one column marked "D.," and the other 
"Cr.," being sufficient. 

It is a rare thing for a bill to be sent by a house of this kind by mail. 
Upon the arrival of the goods, which are usually perishable, the customer 
wants to sell them, and is therefore obliged to know at once the prices which 
he should charge. To accommodate him, a strong manilla envelope made 
for the purpose, and containing his bill, is tacked to his package. The 
envelope is boldly marked "Bill," to attract his attention promptly. 

When an order is received, the credit man — if there is one — writes 
"Acc't" or "C. O. D." across its face, and sends it to the shipping room, 
where the shipping clerk, noting the mode of the shipment, and recording it 
on the proper book, directs the filling of it. He then places it on file, where 
it remains until the close of business hours, when the entire contents of the 
file are taken into the office. On the following day the office boy is expected 
to place all such orders in a permanent file, from which they are allowed to 
be taken only for the purposes of verification. As a vast number of orders 
IS received in the busy season, this verification frequently becomes essential. 
For instance, a shipment has been made "Acc't," when it should have been 
'C. O. D." The shipping clerk will insist upon on the correspondence of his 
lecord with the marking on the original order to settle the dispute. This 
will not only contain his mark of the date when shipped, but will have his 
check after the credit man's notation. Should there be no credit man in 
the house, his work will be done by the manager or cashier. 
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If city and out-of-town ledgers are used in place of one ledger for the 
whole business, the "Shipping Room" column of the cash book will be double, 
having the appearance here shown : 



SHIPPING ROOM. 



City 



Oat-of-Town 



The out-of-town cash sales will be composed of remittances accompany- 
ing orders, and at the end of the month the totals of this column will be 
credited to "Mdse." in the private ledger. It is not absolutely necessary to 
divide the "shipping room" column in the cash book, as indicated, but 
division will facilitate checking. Of course, a cash book with all the col- 
umns named will be a wide book, but a business requiring the ledgers men- 
tioned will need, and must have, a cashier, who should be a good accountant 
recognizing the use and necessity of careful work in his department. 

FIXED ASSETS. — Those assets by means of which a company is 
enabled to carry on its business and which are permanent in nature, such as 
plant, machinery, buildings, rolling stock, roadbed, etc. (See "Assets.") 

FIXED CAPITAL. — Capital invested in fixed or permanent assets. 

FIXED CHARGES. — Charges against revenue which are regular in 
their recurrence, such as rent, interest on funded debt or bonds, taxes, etc. 

FIXED LIABILITIES. — Liabilities of a permanent character, such 
as capital, bonds and mortgages. 

FIXTURES. — ^An account representing the value of fixtures pur- 
chased by and used in the transactions of a business. (See also "Furniture 
and Fixtures.") 

FLOATING ASSETS.— Those assets of a business which are 
exchanged for value received from day to day in the way of trade, as opposed 
to fixed assets. Also called cash assets. They consist of Cash, Accounts 
Receivable, Bills Receivable, Inventory on hand, etc. 

FLOATING CAPITAL.— (Com. Law).— Is the capital retained for 
the purpose of meeting current expenses. It includes raw materials destined 
for fabrication, such as wool and flax products in the warehouse of a mer- 
chant or manufacturer ; and such as cloth, linen, stores, money for wages, etc. 

FLOATING DEBT.— (Com. Law).— Is that mass of lawful and valid 
claims against a corporation, for the payment of which there is no money in 
the corporate treasury specifically designed, nor any system of taxation or 
other means providing money to pay, particularly provided. 
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FLOATING DEBT, OR INDEBTEDNESS.— The ordinary trade 
or current liabilities of a business — such as bills and accounts payable, .sal- 
aries, rent. etc. 

FLOUR MILLING ACCOUNTING.— In accounting for this class 
of business it is important that the purchase records and sales books bp 
provided with special columns for the different brands or qualities of grain 
handled, so that the total quantities of each kind received and sold may be 
easily ascertained. 

It is also usual to carry an exchange register, in which is recorded the 
amount of wheat, etc., deposited for grinding, the test, and the number of 
bushels delivered to the customer. 

Separate accounts should, of course, be kept with each brand or grade of 
grain in the general ledger, so that a trading account can be made with each 
kind handled. 



In many mills a large percentage of the wheat handled is taken direct 
from the farmers' wagons, a large number of whom deposit at intervals a 
number of bushels to be taken out in flour and offal, as desired. 

Two grades of flour are given in exchange for wheat, together with 
the offal, bran and shorts. All wheat received on deposit is tested and this 
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test governs the amount per bushel the depositor receives. For example, 
wheat testing 56 lbs. per bushel would be credited with 26 lbs. per bushel 
of the patent, or 28 lbs. per bushel of the crystal, with 3 lbs. of shorts and 
ID lbs. of bran. All other tests in proportion. All wheat received on 
deposit is entered from the weight ticket in the, depositors' Daily Register, 
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and the amounts extended to their respective columns. All amounts with- 
drawn are ehtered in this book to the debit of the respective depositors. 

With each deposit the depositor is given a small folder, in which is 
entered the deposit, and amounts are entered as withdrawn. From the 
Daily Register the accounts are opened in the ledger and amounts posted to 
their respective accounts, the ledger folios first being entered in the 



605 



Register from the index and folios checked as posting is proceeded 
with. At the end of each week the Daily Register is ruled and 
footed and footings carried to the back of the ledger, in which are sufficient 
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pages to accommodate the footings, ruled as below, and in the balance 
column is extended the balances, as shown by the footings, deducted from the 
last balance, which, if correctly entered, will show the exact balance of the 
ledger. A trial balance is taken each month of the ledger accounts to verify 
the balances as shown. This is not at all laborious, as each individual 
account shows at all times its condition in the balance column, the balance 
being entered after each posting. Thus at a glance is shown the exact con- 
dition of each account, of all accounts and the amount of business for each 
day, week and year. 

FLUCTUATION OF ASSETS.— The appreciation or depreciation 
of values caused by changing market conditions, or wear and tear. The 
fluctuations of permanent and floating assets are generally ignored, unless 
it can be depided that the changing value is permanent, in which case the 
appreciation or depreciation should be taken into account and recorded on 
the books. 

FOLIO. — ^A folio usually consists of a left-hand page and a right-hand 
page of an account book, both bearing the same page number. It is cus- 
tomary to folio journals and to page cash books and sales books. Quite 
an interest has been exhibited in the question whether it is better to page 
or folio a cash book. The argument in favor of paging cash books is 
that in posting, all the odd numbers of pages will refer to payments and all 
the even numbers to receipts, this being a kind of safeguard against errors 
of posting and an assistance in locating errors. 

FOOTING. — The total of a column of figures. The operation of 
addition. 

FOREIGN. — (Com. Law). — That which belongs to another country; 
that which is strange. The several states of the American Union are foreign 
to each other with respect to their municipal laws. But the reciprocal rela- 
tions between the national government and the several states composing the 
United States are not considered as foreign, but domestic. 

FOREIGN BILL OF EXCHANGE.— (Com. Law).— A bill that is 
drawn in one country or state and made payable in another ; and so if the par- 
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ties to it reside in the same state, but the bill is drawn in one state and made- 
payable in another, such is a foreign bill. 

FOREIGN CREDITOR.— (Com. Law).— One who is resident in a 
state or country foreign tc that of the domicile of the debtor or the situs of his 
property. 

FOREIGN EXCHANGE.— By "Foreign Exchange" is usually 
understood either foreign money or the price of foreign money as repre- 
sented by the rate charged for certain documents known variously as 
bankers' drafts, bills of exchange and foreign mercantile paper; the last, 
named being drafts on mercantile houses in foreign cities. 

Mercanitile paper may be "documentary exchange" or not ; if so, then_ 
attached to the drafts or bills of exchange are other documents which form, 
an additional security, since the documents usually represent actual mer- 
chandise, the control of which remains with the holder of the documents. 

In cases where the drawee of a bill of exchange is in good standing it is- 
usual to deliver the documents on procuring the acceptance of such draft,, 
in accordance with instructions that generally accompany them; other- 
wise the documents are retained by the banker until the draft be paid. 

Documentary exchange, then, other things being equal, is consequently- 
worth more than simple mercantile paper ; but, on the other hand, the drawer- 
and endorsers, or either one of them, may be of such high financial standing 
that the attached documents can add nothing to the value of the paper, so far- 
as any estimate to be put thereon by the purchasing banker is concerned; 
so, while in some instances a banker would not purchase the exchange at 
any price if it were not for the documents attached, in others it frequently 
happens that these are attached for the convenience or security of the drawers 
of mercantile paper and not for the buyers of this class of foreign bills of 
exchange. Mercantile foreign exchange emanates from trade between coun- 
tries, and is used as the medium for procuring payment for merchandise sent 
to foreign countries. The bills of exchange represent the value of the- 
merchandise exported, and are sold to the bankers, who collect the value 
thereof in the foreign cities where payable. It is important, therefore, that 
the sellers of such exchange should be able to estimate the probable rate 
obtainable for their drafts, or it might happen that the margin of profit on a 
bill of goods would be wiped out by the rate of exchange being adverse. If 
American exporters received their price in dollars in New York for foreign 
sales, this doubt regarding exchange would be eliminated; but as matters 
now stand, the practice is to have price lists for the foreign buyers in sterling 
money and pajmient in London. This system suits the British exporters, 
since it gives them their net price in cash ; but the American exporters have; 
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"to trust to the course of exchange for Vv^hat their London funds will net them 
at home. 

The price obtainable at any time for foreign exchange is the result of 
various influences aside from the bona fides of the security, and these we 
propose to define and explain, from a purely practical point of view, putting 
the theoretical side of exchange out of the question at issue as much as 
jpossible. 

Sterling exchange, being the most used, it will be taken as the subject, 
ior the influences that act on it and their results are identical in the case of 
all foreign exchanges having the gold standard; and the same rules that 
apply to it affect all foreign exchange in exactly the same manner ; but circum- 
stances connected with these rules differ in all cases; yet anyone knowing 
what influences regulate the price of sterling exchange can apply the same 
Tules to other foreign exchange, by first learning the circumstantial facts 
that apply to any particular country. These influences are : 

Demand and supply. 

The interest rate on money. 

The ruling price of the metal, gold or silver, that forms the basis of the 
■currency of a country ; and 

The cost of the transport of the metal to and from the countries. 

These go to form the comparative value of the currency of foreign 
■countries with the United States gold dollar, and is expressed in the rate 
•of exchange as quoted by the bankers. 

It is to be presumed that some other inducement would be required 
before a banker would ship gold under the above conditions, since it is evi- 
■dent that the premium on the gold will not pay him unless the rate obtained 
in -the home market for money was less than two per cent. ; we have, however, 
assumed that to be the prevailing rate. 

The other means of attracting gold, and that which most frequently 
•operates in this way, is a sufficiently higher rate of interest in the foreign 
market, but the higher rate must prevail for a sufficiently long period to make 
the transaction profitable ; and in such case the gold shipment may .be 
regarded as a loan and against this at some future date, the end of the loan 
period, to-wit, the banker should sell his demand exchange at a rate suffi- 
■ciently high for him to be recouped in New York without reducing the profit 
■earned ; or, better still, make a further profit on the exchange sold against it. 

In considering the subject of exchange against gold shipment we will 
-do so from various points of view that appeal to the banker, because profit- 
able employment of money is his business and the gain from loan operations 
is frequently associated with his exchange transactions and each has a direct 
influence on the other. 
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Assuming, then, that in addition to the premium of three-eighths of 
one per cent, on the f 100,000 gold exported a rate of interest one-half per 
cent, above that available in the home market be offered for a period of three 
months, it becomes evident that we have a time loan, and consequently we 
might operate "Time Exchange" against it, but as we are at present consider- 
ing demand exchange, the other aspect will be referred to later. 

We will suppose that the inducement to ship gold is an increased interest 
rate of the half of one per cent. ; and we will estimate the rate for time loans 
in New York as being three per cent., and for call money two per cent, per 
annum on the highest class of securities, these being about what would pre- 
vail in ordinary quiet state of the money markets in New York and London, 
although it has been the rule in the past for higher rates to prevail in the 
American money market. 

The loan to the Bank of England will be at the rate of 3^^ per cent, per 
annum and will net following, viz. : 

Amount of loan £100,000 o o 

Add premium f^ of I % 375 o o 

Add interest at 3 J4% for 3 months 875 

Thus the sum exported will have grown in 

3 mos. to £101,250 o o 

against which the banker can then sell his demand exchange ; and if the rate 
is as good when he shipped the gold, it would net on 

£101,250 sold at 4-86J4 $492,834 37 

At an outlay of 3 mos. of 487,721 22 

Showing a profit of 5.II3 I5 

or over 41/5 per cent, per annum, although the rate for loans in the home 

market was only three per cent. 

Now, it would not be wise to presume that the rate at the end of three 
months will be as good as when this transaction was entered on, for the 
fact of shipping gold tends to put up the rate of interest in the home market, 
in which case the rate of exchange will fall unless the rate of interest in 
the foreign market goes up also; and should the rate of exchange to the 
importing point, the profits would be reduced to 3.15 per cent, per annum, 
which would still be on the right side but scarcely enough to warrant the 
business, so there must be some more certain way of assuring a profit than 
waiting the risky eventualities of three months, and this is set forth later on. 

To fully explain the above statement relating to exchange "falling to the 
import point," we will refer to the fact set forth that the exporting point is 
arrived at when the rate of exchange equals the par value plus the costs of 
exporting, which amount of about 7/32 of one per cent, on the amount 
exported. 
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As the same expenses attend importing gold, it follows that when the 
rate of exchange for demand drafts on London is at par minus 7/32, which 
is 4.85>^, then the importing point is touched; so if the banker sold his 
£101,250 at 4.853^ it would net only $491,568.75, and after recouping his 
first outlay of $487,721.22 his profit would be $3,847-53> or 3.15 per cent, 
per annum on the capital employed, as previously stated. The exporting 
and importing rates are here given'at a minimum of profit. As a rule, the 
banker would consider a half cent higher or lower than these rates respec- 
tively as desirable for actual operations in gold. 

Having explained the circumstances which cause the rate of 4.88 for 
demand exchange to be called the "shipping point," and 4-85>^ the "import- 
ing point," and indicate the conditions which are conducive in producing 
these rates, it is advisable to remark on the rates that are between these 
points. 

Ordinarily, in either buying or selling, one desires to get part if the 
business be in exchange or anything else, but particularly so when dealing 
in moneys; hence, if purchasing a demand draft on London of £100, we 
would hope to get it for $486.65 and some small addition as commission for 
the bankers' services. This addition is from 1/32 on large amounts to ^ or J4 
of one per cent, on very small sums ; thus on £100 it would probably be $1.22 ; 
but, as has been explained, it is not always possible for the banker to cover 
his drafts on London at par, hence an addition to par value of $1.22 might 
not pay him for his services, so it follows that what is usual when dealing 
with internal exchange, of purchasing a draft and paying a commission, 
although the principal is the same, must in foreign exchange give place to a 
.system of exchange rates which not only includes the banker's commission, 
but takes into account demand and supply, interest and the value of the 
metals as represented in the coin : these cause fluctuations between the 
"exporting" and "importing" rates, hence the above rate of $4.8665, with 
$1.22 added, is quoted at 4.88, which includes banker's commission and all 
other contingencies ; so that the purchaser of exchange from the banker has 
full benefit of low rates when exchange is under par and of high rates of sell- 
ing exchange when the rate is over par. 

Now, if the exporter can get par for the goods he has exported, he will, 
as a rule, sell his exchange ; but if there be more of such exchange offering 
than there is demand, it follows that the banker will grade his rate accord- 
ingly, and if the supply be very abundant the rate will fall to the importing 
point; or, on the contrary, rise to the exporting rate if the demand be in 
excess of the supply. 

So demand and supply are the factors in exchange rates between what 
we will call the minimum and maximum rates, while the shipment of gold* 
either way, has a tendency to produce the par or medium rate. 
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The rate of interest, however, has much to do in fixing the rate of 
exchange, even when the supply is abundant or scarce. For instance, if 
sterling exchange is abundant so far as its supply is produced from the 
balance of trade being in favor of this country, but the exporters, who have 
money in England against which they can issue exchange, prefer to leave 
the money there rather than take a rate much under par because they are 
able to put it out at as good or a better rate of interest than can be obtained 
in the home market; or, rather than sell their exchange at low rates here,, 
they might purchase goods in England, on which' a profit could be derived 
by importing or by shipping to some foreign land ; hence these things act to 
protect the seller of merchandise from being obliged to sell his exchange 
at a price below the intrinsic value. 

On the other hand, it may suit the sellers of exchange to accept a low 
rate so that they may obtain a higher rate of interest in the home market — 
and this is most usual when exchange is low ; or the sellers might be induced 
to accept a low rate for their exchange and use the proceeds to purchase for 
cash and thus gain more on their discounts than has apparently been lost 
by accepting less than par for the exchange. 

So, then, while demand and supply govern rates of exchange, the rates 
of interest at home and abroad react on these to govern demand and supply, 
causing exchange or fluctuate from day to day, and at times even from 
hour to hour, and can be counted on with but little more certainty than the 
price of stocks and shares, which themselves influence and are influenced by 
interest rates and the rates of exchange, because, like foreign bills, they 
are a form of international exchange. 

If the interest rate be the same both in London and New York, and the 
supply of sterling exchange equal to the demand, the prevailing rate on 
demand exchange would be 4.86-6 plus the banker's charge of from 1/32 
to Yi on sales by the banker, according to the amount of the transaction ; and 
the same minus that charge on purchases; and the variations from these 
rates will be governed by the disparity between demand and supply, these 
being themselves subject to the influence of the prevailing rates of interest 
in the home and foreign markets; a difference of one per cent, in either 
market being, as a rule, enough to attract gold. 

Foreign bills of exchange, representing as they do, commodities, are 
the necessary result of the carrying on of trade, and the price is chiefly 
influenced by demand and supply. The supply of foreign exchange is 
primarily from the value of merchandise exported, but if this be not enough 
to meet the demand the bankers can supply the deficiency at a price, even if 
they have to go to the expense of sending gold to the foreign agent on whom 
they draw, and by this means cover their drafts. 
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It is not always necessary to do this, however, for if the banker can 
borrow money cheaper in the foreign market than he can in his own, it 
clearly would pay him better to do so, and lend in liis home market, at the 
higher rate, the money thus obtained for the foreign exchange sold. Of 
course he will have eventually to pay back what he borrows, and that he will 
do when he can purchase exchange at rates sufficiently low to net him a 
profit, and as he would in this case be employing his money at an advantage, 
he could afford to wait, especially as he can determine what the extreme 
cost would be if he had eventually to ship the metal. 

On demand for foreign exchange arises from our purchases made 
abroad, interest on securities of this coimtry held in foreign countries, the 
payment of freight charges and for money expended in foreign cities by 
travelers from this country. The last two items are important, for while 
the balance of trade as recorded by the official statements of exports and 
imports may give this country a large balance on paper, in actual fact, this 
balance is greatly reduced by the payment of millions of dollars spent in 
foreign cities by American travelers, and for freight, for neither of which 
can actual figures be obtained. 

Nor are the before named the only factors which tend to make the 
estimating of the probable course of sterling exchange decidedly complex, 
for to these must be added the demand which arises from our purchases in 
the east and other foreign countries as the payments for them are made in 
London. So it will be seen that while demand and supply are the leading 
influences in fixing the price of foreign exchange, it would not do to be 
content with the statement of the value of exports and imports only and on 
these base the conclusion that we owed or were owed the balance. 

Our trade with other countries, for which, under existing arrangements, 
we settle through London, and the other items referred to, must be consid- 
ered also, and if there be sufficient reason to conclude that these be in excess 
cf the value of the goods we have sold, then the balance of trade is against 
us, and consequently the supply of sterling exchange from trade will be 
deficient, and this deficiency must be made up by bankers' drafts, hence the 
price of sterling exchange would be high in proportion to the demand. 

The bankers, not being able to cover the amount of their exchange sold, 
by the purchase of mercantile paper, would have to offset the difference by 
shipments of gold, so the rate of exchange would rise to the "shipping" 
point. 

The reverse of this, of course, takes place when the supply of sterling 
exchange is greater than the demand, and the price at which the bankers sell 
their exchange falls, and since they purchase exchange at a less rate than 
they sell at, it follows that the price of mercantile exchange will be consid- 
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crably lower, until the importing point is reached, on account of it being 
more profitable to import the gold and pay the expenses thereon than accept 
I the low rate obtainable for sterling exchange. 

The range of prices for demand exchange for these reasons is from 
something below the importing rate to something above the exporting rate, 
this "something" rarely being more than a half of one per cent, in either 
instance for any length of time, since the act of importing or exporting gold, 
by adjusting the balance of trade, has a tendency to bring exchange nearer 
its par value. 

There are circumstances, however, which tend to make the rates for 
sterling exchange move considerably in excess of the half of one per cent, 
referred to ; as, for instance, in the event of scarcity of money in this market 
when the rates of interest in times of panic reach anything from 15 to 50 
per cent, for call loans. 

At such times sterling exchange would be offered freely to get money, 
and the price would go extremely low, and even then find few buyers of large 
amounts only the best class of paper marketable. 

If these conditions pervailed in London, then the rates of cable and 
demand exchange would rise to abnormally high prices here. 

An increase in the price of the metal that forms the base of the currency 
of any country will enhance the value of all documents payable in that coun- 
try, hence a premium on gold causes a corresponding rise in the rates of 
exchange on a country that is on a gold basis; but a fall in the price of 
exchange if the country be on a silver basis, gold being the standard of value 
for all foreign exchanges. 

Demand Exchange. — Having in mind the primary principles of for- 
eign exchange, we will consider their application to "Sterling" exchange and 
how by their means the rates for buying and selling are derived. 

In the first place, we will take the rate for demand exchange and must 
start from the foundation fact that the par value of £1 sterling is $4.86656, 
because the sovereign or pound sterling contains 1 13.001 597 grains of pure 
gold, which in gold coin of the fineness of that of the United States is equal 
to $4.86656. 

If gold could be transported as easily and at no greater cost or risk than 
attends the sending of bills of exchange, the rates of exchange between 
countries on a gold basis would vary only as influenced by the rate of 
interest; but we know considerable expense attends the shipments of gold, 
and if the supply of mercantile exchange is not sufficient to cover the amount 
of sterling exchange issued by the bankers this expense must be met, for gold 
being the medium of settlement, it must be procured and shipped. 
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To ship to London from New York f 100,000 in gold would nivolve 
the following expenditure at least: 

£ ioo,cx)o, at par $486,656 66 

Freight, say >^ of 1% 608 32 

Insurance, say 1-16 of 1% 3J4 16 

Boxing, cartage, etc., say 1-32 of 1% 152 08 

$487,721 22 

Thus, if the banker in New York received $488,000 for his demand 
draft of £i<x),ooo on London, he is in a position to send either sovereigns or 
their equivalent in gold, to meet his obligation there. 

It is evident, then, that if gold has to be shipped, $487,721.22 at least 
must be obtained for the demand draft ; but as a profit has to be made and 
certainly one-sixteenth of one per cent., which would only just make it pay, 
we will add that to the above and we get $488,025.38 ; so then, when the 
rate for demand exchange is quoted by the banker as 4.88, gold is said to be 
at the "shipping point," because at this rate tne banker can, under ordinary 
and normal conditions, procure the gold and pay costs attending the ship- 
ment of same to England and so provide the necessary funds to meet demand 
exchange sold at that rate. 

As a rule, shipments of gold take place only when the supply of mer- 
cantile paper is short of the demand and the rate of exchange consequently 
rises to the shipping point ; yet it does happen that shipments of gold may 
be remunerative when the rate for demand exchange is below the shipping 
point. 

This condition might arise when, for some reason, it was found neces- 
sary for the English bankers to increase their gold reserves, and the Bank 
of England, on whom they rely for their gold, might have to offer a premium 
on gold to attract enough to meet the requirements, thus apparently enhanc- 
ing the value of the metal. 

Gold, in this case, is the requisite ; and since there may be such a supply 
of commercial sterling exchange available in New York that demand bills 
could be readily obtained at say 4.86^, yet this exchange, while perfectly 
serviceable to offset a demand draft on London, because it will supply the 
demand in gold there, is of no value for the purpose of adding to the gold 
reserves of that country, since it represents payment for merchandise and 
in fact tends to diminish the English gold supply ; so the Bank of England 
will offer a premium to attract gold. 

If we presume that such a premium was three-eighths of one per cent, 
or seven shillings and sixpence on the f 100, then the equivalent of £100,000, 
with the premium added, would be, at par, $488,481.60. In other words, 
the rate obtained against the gold shipment would be nearly 4.88 J^, while 
the rate for sterling exchange on demand stood at 4.8654 in New York. 
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If this premium were offered for one month's use of the gold, and the 

banker sold his demand exchange against it in a month at 4.86^, the 

transaction, aside from other contingencies, would only pay the exporting 

banker, if the rate of interest in the home market was under two per cent., 

for it would be investing $487,721.22 (the £100,000 exported, plus the cost 

as previously stated) at about two per cent, per annum, as follows : 

£100,000 plus premium of £375 at 4.86^^, equals $488,575 31 

Deduct £100,000 and cost of exporting 487,721 22 

Margin of profit $ 85409 

Interest obtainable in the home market on $487,721 22, for 

one month at 2 per cent $ 812 87 

No hard and fast rule can be laid down as applicable at all times, but all 
matters that affect the exchange market must be considered in arriving at 
the rate that should prevail; and, while interest is a prime factor, it is, as 
shown, but one of several in producing results on the rates of foreign 
exchange. 

Demand exchange, it has been stated, is subject to many influences. To 
ascertain the rate for time exchange, however, it is necessary to consider only 
two, and there are interest and time. The former relates to the rate of 
interest prevailing where the exchange becomes payable, and the latter to 
its currency; and in this connection, by "currency" is meant the time the 
bill of exchange has to run before payment before it matures. Given the 
rate of demand exchange, and it is only necessary to consider the influence 
of these two factors to arrive at the equivalent rate for time exchange. 

For instance, if the rate for demand sterling exchange be 4.863^ and 
the Bank of England rate of discount 3J/2 per cent, per annum, then the rate 
for sixty days sight sterling exchange will be 4.83 J^ to ^, because 
the difference between 4.86^^, the demand rate, and 4.83^^, represents the 
discount at the Bank of England rate for the time. 

For example, we know that the price obtained by the banker for his 
demand exchange of say f 100 is $486.50, and that the Bank of England rate 
of discount is 3^^ per cent., hence if the banker sells his draft on London, 
due in 60 days, he will do so at a discount of 3^^ per cent, for 73 days, or 
one-fifth of a year ; 73 days being the time element on a 60 days' sight draft, 
because it is presumed that no draft can be sighted for 10 days from date 
of issue in New York, and will not be paid for three days after maturity, 
as the English law allows three days of grace on all time paper. 

Since the discount of 3J^ per cent, for one-fifth of a year on £100 is 14 
shillings, the banker sells his draft of £100 for 99 6s. od., which, in American 
money, at the prevailing rate of .4.86^^ for demand exchange, amounts 
to $483.10; thus the rate for 60 days' sight sterling exchange quoted by the 
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banker will be 4.83}^ to 4.83^ when the demand rate is 4.86^ and the 
Bank of England rate of discount 3^ per cent. 

To put the same into dollars, we find that the discount on $486.50," at 
the rate and time stated, amounts to $3.40; deduct this and we get $483.10, 
or $4.8310 for £1 sterling, which gives the quoted rate as defined above. 

A shipment of gold, and the profits on the transaction, if settlement 
were made on the basis of sale of demand exchange, . has already been 
explained. It will be remembered that this was given as an exceptional 
instance, because the rate for demand exchange was not at the shipping 
point, but presumed to be 4.86^ ; it was also assumed that the transaction 
covered a period of three months. So, since we are on the subject of time 
exchange, we will work out the same operation on the assumption that it was 
not allowed to stand over on the chance of what the demand rate would be 
at the end of three months, but settled up by an immediate sale of sterhng 
exchange at three months' date; and we know that the. amount available 
in London, at the end of three months, is £101,250, being the proceeds of 
the "gold shipment with premium and interest added. 

The first thing to be ascertained is, the rate obtainable for "three months' 
paper" if the demand rate of exchange be 4.86J4 and the Bank of England 
rate of discount 3j4 per cent, per annum. 

In this instance there is not the same addition to the time as in the case 
of a draft payable after sight, because "time" begins to run from the date of 
the document; the three days of grace, however, are added to the three 
months, so the time element will be three months and three days and the 
interest element 3^^ per cent. 

Proceeding on the lines previously explained, we deduct the discount 
from the demand exchange rate, which will work out as follows, viz. : 

Rate for demand exchange 4,8675 

Less Discount for, say, 94 days at 3^^ per cent, .0438742 
This gives the equivalent rate for exchange at three months as 4.8236258, 
which as a quoted rate would be 483^ to 4833^ ; and the sum realized on a 
sale of £101,250 at 4.82^ amounts to $488,404.69, which the banker can 
avail himself of and lend in the home market on time loans at the rate of 3 
per cent, per annum. The £100,000 of gold exported, it will be remem- 
bered, with the costs attending shipment amounted to $487,721.22; thus 
an immediate profit of $683.74 would be realized, and the banker reim- 
bursed his outlay of principal. This -does not show the full profit realized 
in three months, for if after realizing on the sale of his exchange as above, 
the banker put out his money on call loans, as he probably would, he has an 
increased sum of $683.47 to lend, and this would be probably turned over 
many times during the three months at the rate of 2 per cent, per annum. 
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With the object of showing various phases common to banking in con- 
nection with exchange operation, we have gone outside the 'legitimate sphere, 
of exchange and associated with it loan transactions, but considered on a 
purely exchange basis, it is shown that on a shipment of £100,000 gold at a 
cost of- $1,064.57, ^ s""^ °^ £101,250 due in three months became available. 
If instead of using the proceeds of the sale of his exchange in the manner- 
indicated, he purchased "mercantile paper," either demand or time, and 
again sold his exchange against these, there should still be an increasing 
profit since the banker gives from 1/16 to ^ less for the paper he purchases 
than he charges for that he sells, giving him a fair margin of profit on each, 
transaction, and he could probably turn over the money two or three times- 
In three months. 

Alas ! Bankers, like others, are subject to losses, and unless great ' 
discretion is used in the purchase of mercantile paper, it is a very simple 
matter to have many months' profit wiped out by one bad bill coming back 
with protest fees and expenses added, which has to go to the debtor side of 
profit and loss account, unless the whole amount can be recovered from the. 
party from whom bought. 

Although cable transfers in themselves have no relation to time 
exchange, yet this is an appropriate place to explain how the rate for "cables" 
is derived. 

We have explained that the method of finding the rate for "time paper"' 
is by deducting from the demand rate, the discount for the currency of the 
paper at the rate prevailing for money in the country where the paper 
becomes payable; the reverse takes place in regard to cable rates, and this, 
sum is added to the demand rate. 

For instance, if money is payable by cable, it is an immediate payment 
in the foreign city ; hence it is worth more than the demand exchange by 
the amount of interest the sum could have earned had it remained available 
for the banker until a demand draft could have been presented for payment 
at the city on which drawn; presuming this to be London, then to the 
demand rate should be added interest for ten days at the Bank of England 
rate and the rate for "cables" is the result. , The purchaser has also to pay 
the cost of the cable. 

For large amounts, and on mail days, the banker might shade the rate 
to eight days, since fast ships can do the trip in less time than this, and. 
he probably would not be out of the money in London more than that time. 

The fact of the banker being "in" the money on this side before he can 
possibly be "out" the amount in London, does not affect the case, because the 
basis of the rate is the rate for demand exchange, and if there be any 
disparity of interest rates between the two money markets it is taken 
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•cognizance' of in- the demand rate; so that if the New York rate of interest' 
be higher than that of London, the demand rate for exchange will be lower 
than it otherwise would, and vice versa ; so the purchaser of cables has the 
benefit of the former, or has to pay an enhanced price for the advantage 
of procuring funds in a market where the interest is higher than in his own. 

Price oE the Metal. — Heretofore one of the influences on the Rate 
-of Exchange has been but slightly touched on, namely, the price of metal, 
to which we will now refer more fully. 

In the transaction given, where it is presumed that the Bank of England, 
to attract gold, offers a premium on the metal, the result is apparently an 
increase in the value of gold, although it is merely premium on a loan and 
not in fact an increase in the price of the metal; for, were that indeed the 
case, it could not have the desired effect of attracting gold, since the value 
of the metal would increase in price the world over, and since America is on 
a gold basis the value of the dollar would remain in exactly the same relation 
■of value to the currency of Great Britain or any other country on a gold 
basis, and the comparative values of exchange would not be affected thereby, 
for the reason that all the currencies of countries having a gold basis would 
be influenced in precisely the same proportion of value to the weight and 
Oneness of their gold coinage, which are fixed quantities by the law of the 
several countries. 

It is evident that a change in the value of gold, since it affects all gold 
countries equally, will not affect the difference of value in the price of 
-exchange between such countries, although a change in the price of the gold 
metal will cause the rates of exchange themselves of such countries to vary 
as to adjust the value of the coins to the value of the gold they contain. That 
such changes do not occur to any marked extent, as in the price of silver, is 
"because the metal itself, from purely mercantile and not financial influence, 
is less subject to fluctuations in price; hence its preeminent usefulness as a 
■standard of value. 

The fact that a fixed price is obtainable at the Government mints for 
the pure metal, while maintaining its value, can not do so fictitiously for 
any length of time, for if the price given were more than afforded reasonable 
profit for mining, etc., and in accordance with the supply, the result would 
be to force the various governments to purchase more than was required; 
-and if the supply were abundant, as in the case of silver, the governments 
would in time be so overstocked that they would have to stop purchasing 
gold, which would result in depreciation and loss. If, on the other hand, 
i:he price offered by the governments was too low, the metal would find other 
markets and the governments would be obliged to give the true value in 
3)urchasing for coinage purposes. 
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The price of silver is paid in gold; hence the rate of exchange bietween 
countries having silver as a standard varies in accordance with the fluctua- 
tions in the price of that metal. It is not the purpose of these remarks to 
touch upon the "silver question" except at it relates to foreign exchange; 
but it is well to point out that if all countries were on a silver basis the 
fluctuations would act -"recisely as in the case of fluctuations in the price 
of gold, but the violence of such fluctuations would be very great until such 
time as silver had assumed its actual value, under the altered conditions, 
and the disturbance to trade in such case could not but be disastrous, for first 
would come an inflated price of silver and thereafter a constant depression 
in value until its use for coinage would be but slightly more convenient than 
would one of the baser metals, since it is known that the silver supply of 
the world is very abundant and its production comparatively cheap ; hence 
the effect of production and accumulation of silver under the conditions 
suggested would probably result in a fall in the value of the metal that would 
require two or three times the quantity of silver to represent one dollar that it 
now does. 

The cost of shipment of gold was stated approximately at 7/32 of i per 
cent, of its value; so, if to the dollar value of foreign coins we adjust this 
expense, we get very near the rate of exchange at which gold can be 
exported or imported. Silver, on account of its bulk, would cost consid- 
erably more to transport. 

The manner of quoting the rate of exchange on England is in dollars 
to the sterling ; on Germany, dollars to the four marks ; and on France, francs 
to the dollars ; so the export and import rate to those countries are about as 
iollows, as the expenses are nearly the same in each instance : 

English. German. French. 

Par of exchange 4.866563 .9528 fcs. S.1827 

Exporting expenses + 10646 +208.; — ii-t 

Exporting rate 14.877209 .954884 S.1713 

Quoted as -. ..4.88 .955^ 5-17^ 

Par of erchange 4.866563 .9528 fcs. 5.1827 

Importing expenses — 10646 — 2084 -j- 114 

Importing rate 4-855917 .950716 5.1941 

Quoted as 4-8S5^ -95 1-16 5.19^ 

Should any country put a charge on gold exported, this has to be taken 
into account as part of the expense of importing, and the rate of exchange 
jjs influenced accordingly. — B. H. Hallamore. 

FOREIGN MONEY.— (See Coins.) 

FOREIGN TRADE.— (Com. Law).— The exportation and importa- 
tion of commodities to or from foreign countries, as distirigtjished in the 
United States from interstate or coastwise trade. 
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FORFEITED STOCK.— Stock on which assessments or installments 
have not been paid. Forfeited stock is usually carried in the treasury until 
re-sold. 

FORGERY. — (Com. Law). — The falsely making or materially alter- 
ing, with intent to defraud, any writing which, if genuine, might apparently 
be of legal efficacy or the foundation of a legal liability. 

The fraudulent making or alteration of a writing to the prejudice of 
another's rights. 

The essence of forgery consists in making an instrument appear to be 
that which it is not. 

The njaking of a whole written instrument in the name of another with 
a fraudulent intent is a sufficient making to constitute a forgery, but other- 
wise where one execates a promissory note as agent for a principal from whom 
he has no authority. 

Making an instrument in a fictitious name, or in the name of a non-exist- 
ing person, is as much a forgery as making it in the name of an existing per- 
son, and although a man make the instrument in his own name, if he represent 
it as the instrument of another of the same name, when in fact there is no such 
person, it will be a forgery in the name of a non-existing person. 

The offence of forgery may be complete without a publication of the 
forged instrument. 

The intent must be to defraud another, but it is not requisite that any 
one shall have been injured ; it is sufficient that the instrument forged might 
have proved prejudical. The act of offering for sale and selling a forged 
instrument is a sufficient representation as to its genuineness. 

FOUNDRY AND MACHINE SHOP ACCOUNTING.— Where a 
business of this kind is carried on, it is generally desirable to treat the 
foundry, machine shop and repairs as -separate departments. 
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The books of account- will consist of cash book, sales book, or combined 
sales and repairs book, journal, purchase record, and ledgers. 
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The purchase record may be ruled to take care of foundry and machine 
shop in one form, or separate portions of the book may be devoted to each 
department, as may be found most convenient. We append copies of the 
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forms used in a business of this description, with the criticism that some 
of the columns provided, such as those for water, rent, lighting, insurance 
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and taxes, do not appear to be necessary, as items of this nature could be 
included in the "sundries column." We have not, however, made any 
change in the forms, preferring to insert them as used, and a careful con- 
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sideration of same will undoubtedly give the student of accounts a. very good 
idea of the general requirements of the business. 

FRAUD. — (Com. Law). — An endeavor to alter rights by deception 
touching motives, or by circumvention not touching motives. The character- 
istic of fraud is the intention to deceive. 

FREIGHT. — An account representing cost of transportation of mer- 
chandise purchased or merchandise sold. 

The freight on purchases belongs to the Trading Actount. The freight 
prepaid on goods shipped to customers is a selling expense, and does not 
enter into the cost of production. 

FREIGHT. — ( Com. Law ) . — In Maritime Law, is the sum agreed upon 
for the hire of a ship, entirely or in part, for the carriage of goods from one 
port to another. The price to be paid for the actual transportation of goods 
by sea from one place to another. 

The general rule is that the delivery of the goods at the place of destina- 
tion, in fulfillment of the agreement of the charter party or bill of lading, is 
required, to entitle the master or owner of the vessel to freight, but there are 
exceptions to this rule. 

FREIGHT AND DISCOUNT. — ^The question as to whether it Is cor- 
rect to deduct freight prior to taking off cash discount in cases where goods 
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are sold f. o. b. point of destination has been voluminously discussed, with 
the result that it has been conclusively shown that the nature of the transac- 
tion governs the answer. 

If goods are shipped f. o. b. and freight is included in the amount oi 
bill as a matter of convenience to the customer, the customer should not 
deduct cash discount on the amount of freight. 

If goods are shipped f. o. b. destination as an inducement to secure the 
order, the customer in paying freight is actually advancing money on behalf 
of the seller, and would appear to be entitled not only to cash discount on 
the gross amount of bill, but also to interest on the amount advanced in 
payment of freight. Some accountants reason that whenever freight is 
allowed it is necessarily an evidence that it has been included in the bill; 
but, as above stated, freight is often allowed simply as an extra induce- 
ment in order to effect the sale, and in this case is simply a reduction of the 
vendor's profit on the sale. 

FRUIT GROWERS' ASSOCIATION ACCOUNTING.— In the 
South, corporations are established for the purpose of raising oranges, 
apricots, peaches, etc. The following description of the accounting methods 
in vogue will be undoubtedly useful and interesting : 

In one of these associations there are about fifty orchards represented. 
Each grower delivers the fruit from his orchard to the association packing 
house, where it is graded and packed under the care of the officers of the 
a'^sociation and by them marketed. By this method the fruit is marketed 
direct for the grower in the eastern market, and the fruit is placed on the 
market in the best possible manner and with a minimum amount of expense. 
We sell almost entirely through our own agents in the East, and each grower 
is paid exactly alike for each variety of the same grade, receiving the net 
returns from the sale of the fruit, less the actual cost of preparing it for the 
market. 

The grower is given a receipt for the net amount of oranges of each 
variety delivered by him. It is then graded into "fancy," "choice" and 
"standard," and the culls taken out. The grower is then given a grade 
teceipt taken from the "grading ledger," from which the credit entry is 
made in the "individual ledger." As the price of the oranges varies from 
day to day, and as the expense of handling cannot be told until the close 
of the season and all the returns are in, the "financial" column of the indi- 
vidual ledger must necessarily contain no entry until the close of the season. 
On the debit side the grower is charged for all moneys paid to him and for 
any extra expense incurred in preparing his fruit for the market; as it would 
be manifestly unfair to a grower whose fruit is clean to be forced to stand 
part of the expense of cleaning someone else's dirty fruit. As fast as the 
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returns are in they are prorated among the growers, less a sum retained- 
sufficient to pay the running expenses. By referring to the "car book," 
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left page, it will be seen that one line will show a detailed statement of each: 
shipment. The lines are one-half inch apart, and the page is nineteen inches 
long, giving plenty of room. The regular load of a car consists of 336 
boxes of oranges, and is frequently made up of several varieties, there being 
three grades of each variety. Three columns are therefore provided for- 
each variety, although these subsidiary columns are not shown in our illus- 
tration. The first subsidiary column would be for Fancy Washington 
Navel oranges, the second would be for Choice Washington Navel oranges, 
and the third for the Standard Washington Navel oranges. Now a car 
may contain any number of varieties and grades, yet the total at the end 
of the line shows the number of boxes in the car. When the returns are; 
received they are entered on the right side of the page, there being cor- 
responding columns on this page for each variety as on the left page, except 
that these columns are ruled for dqllars and cents instead of boxes. At the 
end of the season the total number of boxes as shown by the footing of the- 
"Fancy Washington Navel" column on the shipment side, divided into the 
total amount received, as shown by the footing of the "Fancy Washingtoru 
Navel" column on the shipment side, will give the average price per box 
received for "Fancy Washington Navel" oranges for the season, and so- 
with every other grade of each variety. The statement sent to the buyer 
shows the number of oranges in each box, together with the variety and the: 
grade. 
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ILastly, the voucher. Every time a payment is made to a grower, a, 
detailed statement is made on the ruled side, showing amount due him. He; 
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receipts on the voucher for the amount paid him, and the voucher is used 
for the original entry. On the reverse side of the voucher is a very com- 
plete memorandum of the whole transaction referring directly to the journal 
page. The voucher is then filed away. A special six-column journal is 
used, and as each entry refers directly to the voucher, a complete history of 
the whole transaction is very easily obtained. 

FUNDED DEBT. — A term sometimes used tb describe liabilities 
■secured by bonds, for the redemption of which a sinking fund is established. 

FURNITURE AND FIXTURES.— An account representing the 
value of furniture and fixtures owned by a business. (See "Fixtures.") 

FUTURE ACQUIRED PROPERTY.— (Com. Law).— A mortgage 
•made to cover "after acquired property" is valid, and may include the future 
earnings of a railroad company, its rolling stock, the proceeds to be received 
from the sale of surplus lands. Future calls of assessments on stock cannot 
be mortgaged, but it has been held that calls already made can be. 

FUTURES. — (Com. Law). — This term has grown out of those purely 
speculative transactions in whichthere is a nominal contract of sale for future 
<lelivery, but where in fact it is never intended or executed. The nominal 
seller does not have or expect to have the stock or merchandise he purports to 
sell, nor does the nominal buyer expect to receive it or pay the price. Instead 
of that a percentage or "margin" is paid, which is increased or diminished as 
the market rates go up or down and accounted for to the buyer. This is 
simple speculation and gambling; mere wagering on prices within a given 
time. 

FUTURES. — ^A term applied in Stock Exchange transactions to the 
sale of commodities after future delivery. 

Options on futures means that the privilege is secured of purchasing 
or delivering at a specified price within a specified number of days. 

GAIN. — The profit made on a business transaction. 

The accretion of value of property diu-ing a given period. ^See also 
Profit and Loss.") 

GAMING. — (See Wager.) — (Com. Law.) — ^A contract by which two 
or more parties agree to play by certain rules at cards, dice, or other con- 
trivance, and that one shall be the loser and the other the winner. When 
considered in itself, and without regard to the end proposed by the players, 
there is nothing in it contrary to natural equity, and the contract will be 
considered as a reciprocal gift, which the parties make of the thing played 
for, under certain conditions. There are some games which depend 
altogether upon skill, others upon chance, and still others of are of a mixed 
nature. Billiards is an example of the first, lottery of the second, and back- 
gammon of the last. 
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The decisions as to what constitutes gaming are not altogether uniform. 
Under statutes making it a penal offense, it is defined as a staking on chance 
where chance is the controlling factor, as betting on a horse race. 

Betting on a baseball game is within the criminal offense of gaming, 
and it has been held that a billiard table is a gaming table, while the reverse 
is held in some states. 

In general, at common law, all games are lawful, unless some fraud has 
been practiced or the games are contrary to public policy. But the courts 
will not countenance gaming by giving too easy a remedy for the recovery 
of money won at play. • 

Statutes have been passed in perhaps all of the States forbidding gam- 
ing for money at certain games, and prohibiting the recovery of money lost 
at such games, and a court of equity will not lend its aid in a gambling trans- 
action either to the winner to compel payment of his unpaid accounts, or to 
the loser who has paid his losses to enable him to recover them back, whether 
the loser pays his losses in cash or in negotiable securities. 

Under the statutes, bills and notes given for the amount of a gaming 
debt are inoperative and void. The law begins by declaring all wagers and 
bets unlawful and concludes by annulling every contract growing out of such 
a transaction. But in the hands of a bona fide purchaser, or indorsee, with- 
out notice, who takes it for value such a bill or note is valid as against the 
payee, on his indorsement, as on a new contract, and he is liable thereon. 
He is estopped from asserting its invalidity. 

As between the immediate parties to such bills and notes the law refuses 
to enforce it in favor of one against the other. The courts are not at liberty 
to give effect to an instrument which is declared affirmatively to be void. 

Notes and bills given for money to game with come under the pro- 
hibition and are void. I 

GAS COMPANY ACCOUNTING.— The most important account 
books in the office of a gas company are the consumers' register and ledger, 
also called meter ledger ; these books being frequently bound in one volume, 
i. e., the charges to customers' accounts are posted direct from the meter 
readers' reports, who are furnished with a suitable form for this purpose. 
The advantage of this is obvious, when it is considered that some gas com- 
panies-may have from 25,000 to 50,000 charges per month. Other points 
to be considered are the labor of re-writing names of accounts and separation 
in records and ledgers of fuel gas and lighting gas. The accounts therefore 
of a gas company very closely resemble those of an electric lighting com- 
pany, so far as the requirements to be met are concerned. As gas com- 
panies frequently sell stoves, different kinds of fixtures, tar, coke, etc., the 
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following form is used by some companies as a combined sales book and 
petty ledger, the use of which can be explained as follows : 
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It is indexed by name and page of account, and when the gas bill ia 
lendered the sundries bill also is made out and attached to it, both being 
delivered to the customer. The cashier carries a separate column in, his 
cash book for these sundry accounts, so that when remittance is made the 
amount is distributed into the regular gas column and the sundry column. 
The totals of these sundry columns are checked with the cash sale column 
in the sundries ledger. The titles of these columns are somewhat mislead- 
ing. When Jones' remittance is received it is entered in the cash sale column, 
but if he only remits part of a bill for sundries, the balance is then entered 
in the time sale column, the latter, therefore, being really a debit balance 
column. All items not paid within a month are transferred from sundries 
to the regular sales ledger, but such items are very few. 

A form, of consumers' ledger must be used which contains the features 
of sales book and ledger, the posting being direct from meter reader's 
report, is as follows: 
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The records relating to gas mains and their repairs form a very impor- 
tant part of the business of a gas company, and we therefore quote the follow- 
ing description of a card system arranged to take care of it : 

"The managers of gas companies have developed such a philanthropic, 
brotherly spirit, that when one of us finds a way of lightening his own labor, 
or that of those in his employ, the first impulse is to impart the knowledge 
of the improvement to fellow-managers through the medium of our asso- 
ciations. Many of you have the card catalogue already in use for certain 
purposes. I propose to show how I employ it for the advantage of the 
engineer in charge. 

"These card catalogues, at first used for library purposes, have proved 
themselves so convenient that they are now in use for many other purposes. 
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They consist of cards of suitable size placed on edge and arranged in alpha- 
betical or numerical order, so that each card may be readily found and the 
contents read. Most of you are, of course, perfectly conversant with their 
form and use, so that further description may be spared. 

"Those who have not the advantage of always having at command the 
services of a trained civil engineer probably often find themselves in doubt 
as to the eXac't positions of mains, especially of those laid some years ago 
by the man who, not being a ready writer, kept his records in his head, and 
who, having a phenomenal memory, could always locate a main when it 
became necessary. But that kind of a man seems to have passed away — at 
least the original one has — and his phenomenal memory can no longer assist 
us, so that to-day in locating a main we are restricted to the records of the 
company. Any error found from time to time throws doubt on all the 
measurements given, so that it becomes the duty of the manager to test all 
the figures. 

"With this end in view, I have prepared the card as shown to you (see 
Diagram i ) , which is filled out every time we dig a hole in the street and 
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expose a gas main to view. The information concerning the mains is 
compared with the record books and the record amplified, if necessary or 
desirable, or, in case of any disagreement, amended to correspond with the 
cards. It is a matter of only a few moments' work to make the alterations. 
The cards are then filed according to the name of the street, so that to-day 
our catalogue gives the exact description and location of every main which 
we have seen since this plan was instituted. It will be seen that, though the 
catalogue is useful to us chiefly as a reference concerning mains, the cards 
may contain much more information ; for, as stated before, a card is returned 
every time wc expose a main to view, whether it be to lay a new one or 
repair an old one, lay a service or cut one off, or cut off a lamp post. We 
rarely put on a lamp post now. 
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"It will be seen that a large number of the items are given on the card, 
but as the card is used for all main work, as well as for all service work, 
we cannot see that any of the items are superfluous. 

"Our first line to fill up is the return of the street on which the work is 
done ; then the date and number of the ord^ given at the office for the work. 
Then, if it be a service, either old or new, on which the work is to be done, 
the name of the customer is inserted. Next comes the description of the 
work done. We are either laying new mains or repairing old ones, laying 
new service or repairing (perhaps renewing) old ones. By simply drawing 
a line through the necessary words on the card, we have an account of the 
nature of the work done. Thus, if a service is to be relaid, we draw a line 
through the words 'main' and 'new,' so that the words remaining are 'ser- 
vices' and 'repairs.' The other items on the card will be readily understood, 
such as 'locations,' 'material used,' and 'cause of repairs.' The cost of the 
work may be readily computed from the 'time consumed,' where we always 
insert an item telling the number of men. In our own case it is very con- 
venient to have these cards to know the date on which any consumer's work 
was done, and we do not carry an indexed ledger account of service charges, 
and we can refer to these cards instead of looking up the order or its cor- 
responding charge on the blotter. I give an instance of a card filled out, 
taken at random from our files. (See Diagram 2.) 
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"We have had these cards in use now for a little over two years, during 
which time we have become more and more satisfied with them. 

"I confess that the size of the sheet is some objection, and it has been 
proposed to use two cards — one for service and one for mains — but I have 
not acceded to the proposition, because of the undesirability of having too 
many blank forms, and because, as engineer, I desire to have all records of 
street work kept together.. 
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"Men of trained minds readily see the importance of keeping locations 
and descriptions with the greatest exactness — some of us have probabl)- had 
difficulty in impressing that importance on the minds of the men who have 
immediate charge of the street work — ^but in our case no one is more con- 
vinced of the desirability of filling out these cards in the most exact manner 
than are the men who have our street work to do. There is consequently 
no opposition to the system, but, on the contrary, willing co-operation. 
Often, when the work is somewhat extensive, the whole back of the card 
is covered with the locations of various fittings, etc., to which, of course, 
reference is made by writing 'over' on the face of the card. 

"We also use the card catalogue system in keeping track of our meters.. 
Orders come into our office to take down or set meters, which orders are 
entered in the proper book, and the corresponding card is given to the 
meter man. This card is returned to the office filled out, as circumstances 
require, and is then filed according to the meter number of the maker, for we 
do not make use of a company number. We might be obliged to, if we 
used meters of many makes, but as we practically use those of one manu- 
facturer, the numbers do not conflict. Indeed, the chances of numbers- 
conflicting are very small at any rate. There is practically no difficulty at 
all in keeping our catalogues in order while using the maker's number. 

"The numbers may run from the hundreds up to half millions; by 
filing them in order we can always find the meter required, and, for ease 
of research, we insert larger cards, once in a while, on which is a number, 
at which the cards are divided, so that we know that smaller numbers are 
in front of the large card and large ones behind it. 

"The cards we use are four kinds — a 'set' card, a 'take down' card, a 
'test' card,' and a 'take state' card. 

"The 'take state' card we do not file in our catalogue, as that is rather 
a matter of detail for the book-keeper. 

"When we have an order to take a meter down the proper card is given 
and returned and filed. The meter is then tested at our works, by our work- 
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men ; a record of that test is made and returned on the proper card, on which 
are also noted the repairs made, if we repair the meter ourselves. In case 
the meter be sent to the manufacturer, the fact is reported on the card, and 
when the returns from the maker are received his report is noted on the same 
card. Should the meter be found to be correct, it is set again and the 
proper card filed. Thus, if Brown vacates his house, we remove his meter 
and the card is filled out. 

"The meter is taken to the works and we receive the test card. 

"In course of time we receive the meter back from the manufacturer, 
and, on going over his bill, find what his repairs amount to, each item is 
entered under the appropriate head on the card, and which can be readily 
taken from the file. The card as returned to the file reads : 



Teaf Meter»_i2_L4: hslo.y(6;223/- I"J«x_^7k2- J I /^ L 

Dclecii, /.e^/r in dl^p/i^c>m 

Dis-posal iSeallSiQ^-maAciJ^ — 



"We do not make a record of the state inspector's tests of meters 
received from the factory, believing that to be unnecessary trouble, as, of 
course, we never set any meters whch do not bear the official seal ; but the 
meter having been returned from the factory and officially tested, is set 
again and the proper card filed. 

"In this way we have a complete and accessible record of the course 
of each and every meter. In our own case the record is kept with practically 
no trouble at all. The cards as described have been long in use, with the 
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exception of the 'test' cards. 'Our meter men are accustomed to filling them 
out when an order is completed, and the only, thing necessary to make them 
available for record purposes was a case of drawers of proper size. 

"Our third catalogue is a record of the variolas complaints we receive. 
From this we get a knowledge of the conditions under which the customers 
use gas. The car is of the same size as our meter cards, and is intended 
to be filed according to streets and numbers. 

"We have first the street, then the street number, then the date, next 
the name of the customer, and then the customer's statement of the trouble. 
Following that is our account of what we found and the means used to 
remove the difficulty. We draw a line through one of the five items given, 
viz. : Service, meter, house pipes, burners, stove, to show where the trouble 
was, and then report the work which was done. 

"We thus have a record of the number of complaints received from 
each customer ; also, of the number of complaints received from each street, 
and, therefore, though indirectly, a number of complaints received- in any 
quarter of the city. I say indirectly, because, since the cards are filed accord- 
ing to the name of the streets, complaints from customers residing or doing 
business in close proximity of one another would not be found together in the 
catalogue unless these customers happened to be supplied from the same 
street main. If one lives or does business around the corner from the other 
it is possible enough that the two complaints would be found at the extreme 
ends of the catalogue." 



The following is the cost sheet of an English gas company, which may 
be interesting to those engaged on the statistical records of such companies : 

WORKING STATEMENT OF GAS FOR THE HALE YEAR ENDED 30TH JUNE, 1894. 

Gas made, as per Station Meters 29,205,000 

Gas sold: Private Lighting 21,198,100 

Public Lighting ' 2,753,900 

Colleries 2,289,900 

26,241,900 or 89.87% on make 

2,963,100 
Gas used at Works and Offices as per meters 380,200 or 1.30% on make 

Gas unaccounted for 2,582,900 or 8.83% on make 

-100.00 
£ s. d. 

Capital employed 45.767 18 i 

Capital employed, per ton of coal carbonized 16 i 7 

Capital employed, per 1,000 cubic feet of gas sold i 14 11 

Coal carbonized— Common 2,8305^ tons, or 99.43 per cent 

Coal carbonized— Cannel 15^ tons, or .57 per cent 

2,846 100.00 
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Gas made per ton of coal carbonized, 10,202 cubic feet. 

Gas sold per ton of coal carbonized, 9,221 cubic feet. 

Coke made, (about) 497 tons, 4 cwt. i qr. 

Coke made per ton of coal carbonized, 3 cwt. 2 qrs. 

Coke used for fuel per cent, on make, none. 

T^ar made, (about) 173 tons, 11 cwt. 

Tar made per ton of coal carbonized, I cwt. i qr. 

Liquor made, 202 tons, 11 cwt. 

Liquor made per ton of coal carbonized, i cwt. 2 qrs. 

Net average price realized for Coke sold, 8-5 per ton. 

Net average price realized for Breeze sold, no value. 

Net average price realized from tar sold £1 13s lod per ton. 

Net average price realized for Liquor sold, 8-6 per ton. 

Net proceeds of Coke and other Residuals per cent on cost of Coal, 28.8 per cent. 

Mak.np .Totals ^P?'"^" ^'SglTor 

column coal carbon- ™„„i J^ 

izcd gas sold 

£ s. d. £ s. d. s. d. s. d. Pence Pence 

Coal 1,923 9 S 13 6.204 17592 

Less Residuals— Coke... 21 1 51° i 5.818 1.932 

Less Residuals— Tar 251 67 i 9-194 2.298 

Less Residuals — Liquor.. 91 9 3 7.713 .837 

Total Residuals 554 i 8 -. 3 10.723 S.o6r 

Net for Coal 1,369 80 9 7.479 12.525 

Purifying ...' 146 9 10 I 0.353 1-339 

Salaries of Engineers 66 o 5-566 .603 

Wages and Gratuities at 

Works 544 07 3 9-877 4-976 

Repair and Renewals of 

Works and Plant 76918 9 5 4-928 7.042 

Repair of Mains and Ser- 
vices 329 28 2 3.75s 3.010 

Repairing and Renewing 

Meters 69 3 3 5-832 .632 

Rates and Taxes 201 10 I I 4-993 1.844 

Directors' Allowances 58 10 o 4-933 .536 

Salaries of Secretary, Ac- 
countants and Clerks.. 144 19 6 I 0.225 1. 326 
Collector's Commission ... 64 i 4 S-403 .586. 
Stationery and Printing... 50 i 8 4-223 ' .458 
General Establishment 

Charges 250 54 i 9-i04 2.28S 

Auditor 3 3 o .266 '.028 

Bad Debts 5 3 2 .436 .047 

Depreciation 42 o 3-542 .384 

Total Working Expenses 2,744 9 2 19 3.436 25.0991 

Coal and Working Expenses, 

less Residuals 4,113 17 2 28 10.915 37.624 

Sale of Gas: Private 

Lighting 4,323 98 30 4.594 39-541 

Public contract Lighting. 843 79 5 11. 122 7-713 

S.166 17 5 36 3.716 47-254 

Rental of Meters 103 7 9 8.719 .946 

Profit on Gas Fittings... 103 12 3 8.738 .948 

Rents 12 o o 1.012 .109 

5,385 17 5 37 10.185 49-257' 

Profit 1,272 o 3 811.370 11.633; 
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GENERAL LEDGER. — A ledger intended solely for representative, 
nominal, balancing, or controlling accounts, and personal accounts which: 
are not sales or purchase accounts. 

In extensive businesses, a private ledger is also usually carried which 
contains an adjustment or controlling account, with the general ledger, the 
trial balance being completed from the private ledger. 

For a full description of the advantages and uses of general and private 
ledgers, see "Private Ledger." 

GIFTS. — (Com. Law). — A voluntary conveyance or transfer of prop- 
erty ; that is, one not founded on the consideration of money or blood. 

Gifts inter vivos are gifts made from one or more persons, without any 
prospect of immediate death, to one or more others. Gifts causa mortis are 
gifts made in prospect of death. 

Gifts inter vivos have no reference to the future, but go into immediate 
and- absolute effect. Delivery is essential. A mere intention or naked prom- 
ise to give without some act to pass the property, is not a gift. But it is- 
sufficient to complete the gift if the conduct of the parties show that the 
ownership of the chattels has been changed. 

When a gift inter vivos is perfect, it is then irrevocable, unless it is 
prejudicial to the creditors, or the donor was under a lega' incapacity, or was- 
circumvented by fraud. 

A gift caiLsa mortis is revocable during the donor's life. 

GOLD. — (Com. Law). — Parties may contract for the payment of am 
obligation in gold, or any other money or commodity, and it must then be 
paid in the medium contracted for. Contracts expressly stipulating for pay- 
ment in gold and silver dollars can only be satisfied by the payment of coined, 
dollars. Such a contract is nothing else than an agreement to deliver a cer- 
tain weight of standard gold to be ascertained by a count of coins, each of 
which is certified to contain a' definite proportion of that weight. 

Where a note was made payable in specie, it was held that the designated 
number of dollars must be paid in so mapy gold or silver dollars of the 
coinage of the United States, and a tender of greenbacks or United States 
legal tender notes was not sufficient. 

A contract to pay a certain number of dollars in gold ; a draft for a cer- 
tain number of gold dollars, or a note payable in gold or silver, are all 
enforceable according to their terms. But in the absence of a stipulation in. 
the contract, a right to demand payment in coin will not be implied, althouglr 
it appear that payment in coin was the only method of payment recognized 
by law when the contract was entered into and that the parties no doubt 
expected that payment would be made in coin ; as where the consideration- 
for a note was a loan in gold and silver and there was no stipulation to pay 
in such money. 
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GOOD FAITH. — (Com. Law). — An honest intention to abstain from 
-taking any unconscientious advantage of another, even though the forms 
or technicahties of law, together with an absence of all information or belief 
-of facts which would render the transaction unconscientious. 

Good faith is presumed in favor of the holder of negotiable paper, and 
outweighs a presumption of payment, and such holder takes the paper free 
from any infirmity in its origin except such as make it void for illegality 
-of consideration or want of capacity in the maker. 

One who has purchased for value and without notice, or his transferee, 
is termed a holder in good faith. 

GOODS. — (Com. Law). — In contracts the word "goods" is not so 
wide as chattels, for it applies to inanimate objects, and does not include ani- 
mals or chattels real, as a lease for years, which chattels does include. 
"Goods" will not include fixtures, a subscription for stock, and it has been 
held not to include teams and wagons, notes and accounts due. In a more 
limited sense, "goods" implies articles of merchandise ; and in Massachusetts 
- it has been held that promissory notes were with in the term "goods" in the 
statute of frauds. 

GOODS, WARES, AND MERCHANDISE.— (Com. Law).— Fix- 
tures do not com' within 'this term as used in the statute of frauds, while 
growing crops o^. potatoes, corn, turnips and other annual crops do. A con- 
tract for the sale of apples, peaches and blackberries, which might be raised 
-during certain years, are chattels personal and not within the statute. Prom- 
issory notes and shares in an incorporated company, and, in some cases, 
money and bank notes have been held within it. 

GOOD- WILL. — Good-will is "the value of that reputation which a 

business has acquired during' its continuance, which induces the confidence, 

■or expectation, that the same, or an increasing, patronage will continue to be 

extended so long as the business is conducted in the same place upon the same 

principles." 

"It is usually considered a speculative asset whose actual value depends 
-entirely upon the prosperous continuance of the business to which it belongs, 
and its capacity to bestow upon the purchaser more than he could earn by 
his own unaided exertions. On account of its extreme liability to fluctuation 
it is considered preferable to write off a certain proportion year by year 
until the account is extinguished. Frequently, however, good-will is an 
inflation of the purchase price of property acquired by a corporation and 
-paid for by paid-up stock, and in such cases it remains undisturbed until the 
directors order a re-valuation of the property, when it may probably be 
-charged off as 'depreciation.' " 
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In defining good-will, it is well to remember that most American mer- 
chants do not recognize it, and it is only in the transfer of partnership or 
incorporated businesses that the subject comes up. At such time partners, 
or the persons interested, desire to take the utmost advantage of the incom- 
ing partner, or purchaser, or of the consolidation, from which they desire to 
receive as much stock as possible in payment for their interest. On these 
occasions the question of good-will becomes a very important factor. For 
this reason we append a few standard definitions of good-will, together 
with illustrations as to how it should be treated on the books of account, 
as in very many cases it is undoubtedly a real and tangible asset, without 
recognition of which the vendors would not consider the sale. 

"Good-will as an asset, is one which is never or rarely considered as 
an available asset, in considering the value of the assets of a company. It 
may, however, be considered as a legitimate asset when it represents the cost 
of the good-will paid when acquiring a business, even if the shares of the 
company then starting have to be considerably 'watered' in consequence of 
the exorbitant or fancy value at which this good-will has been placed. Fre- 
quently, when a partner is retiring, the firm has to pay a sum for his good- 
will, which then usually appears as an item in the future Balance Sheets." 
— Manual for Accountants, Canada. 

"Good-will may be variously described as : 

"The patronage of the public. 

"The advantages derived from an established connection and reputa- 
tion, and, the benefit accruing to a business by reason of the support accorded 
by its customers, and the likelihood of the continuance of such support." 

"The question of the depreciation of good-will is one upon which con- 
siderable difference of opinion exists. It has been pointed out that, properly 
speaking, good-will does not depreciate, and that its inevitable fluctuations 
should not disturb the amount of the trade profits. On the other hand, . the 
gradual extinction of its item 'good-will' greatly strengthens the position of 
any company, and is certainly the most permissible method of building up 
a secret reserve. 

The usual definition of good-will is the benefit arising from connection 
and reputation, the probability of the old customers going to the new firm 
which has acquired the business. It is based in one form or another upon 
the earning capacity of the business to be acquired, and in this connection 
it is .important to remember that "the purchaser pays for something which 
places him in the position of being able to earn more money than he would 
be able to do by his own unaided exertions." In some businesses the price 
of the good-will is based upon the trade done, but the more usual course is 
to base it upon the average net profit earned in the past. 
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It is not very usual for the item of good-will to appear in the books of a 
trading firm at all, but when it does appear it should appear at the actual cost 
price, and should not be treated as a wasting asset subject to depreciation; 
indeed, it would be quite incorrect to write off good-will out of revenue." 

"The advantage or benefit which is acquired by an establishment beyond 
the mere value of the capital, stock, funds, or property employed therein, in 
consequence of the general public patronage and encouragement which it 
receives from constant or habitual customers on account of its local position, 
or common celebrity, or reputation for skill or affluence or punctuality, or 
from other accidental circumstances and necessities, or even from partialities 
or prejudices." — Story on Partnership, Section pp. 

"If a person who has previously been a partner in a firm sets up in 
business on his own account and appeals generally for customers, he only 
does that which any member of the public may do, and which those carrying 
on the same trade are already doing. It is true that those who were former 
customers of the firm to which he belonged may of their own accord transfer 
their custom to him ! but this incidental advantage is unavoidable, and does 
not result from any act of his. He only conducts his business in precisely 
the same way as he would if he had never been a member of the firm to 
which he previously belonged. But when he specifically and directly appeals 
to those who were customers of the previous firm,, he seeks to take advantage 
of the connection previously formed by his old firm, and of the knowledge of 
that connection which he has previously acquired, to take that which con- 
stitutes a good-will away from the persons to whom it has been sold, and to 
restore it to himself." — Hershell. 

"The good-will of a trade is nothing more than the probability that old 
customers will resort to the old place." — Eldon. 

"The value of that reputation which a business has acquired during its 
continuance, which induces the confidence or expectation that the same, or 
an increasing, patronage will continue to be extended so long as the business 
is conducted in the same place upon the same principles." 

With regard to the treatment of good-will on books of account, we 
quote the following: 

"Good-will, if inserted in the books at all, is very much best left at its 
original value, no attempt being made to write it off gradually. On the 
other hand, if the books are those of a private firm, it will probably be con- 
venient to write the whole amount off against capital. It is quite incorrect 
to write good-will off against profits." 

Opinions are divided as to whether it is desirable that good-will should 
be written down periodically or not, but all accountants are agreed that 
under no circumstances should it be written up, unless something further 
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has been actually acquired — that is to say, the maximum figure at which good- 
will should appear in a Balance Sheet is cost price. 

While the value of good-will is frequently computed on the basis of 
three years' net profits of the business, Dicksee makes a chart which sliows 
conclusively that the variations of a business are irreconcilable, and that 
good-will is actually a fixed asset and not a speculative one. He says : 

"This latter statement may appear to the uninitiated as being somewhat 
startling, for there is no doubt a very general impression among those who 
are not very familiar with accounts that all the items set down on the right- 
hand side of a Balance Sheet are actual assets, and are stated at figures whicK 
are supposed to represent a reasonable estimate of their values at the date 
of the accounts. Certainly, so far as is reasonably practicable, the value of 
all 'floating assets' should be stated in Balance Sheets on the basis of what 
they are actually worth to a going concern at the time of balancing, but it 
has been decided by Mr. Justice Romer that in arriving at the profits of an 
undertaking it is incorrect to take into account fluctuations in the value of 
what his Lordship called 'capital assets,' and what accountants would call 
'fixed assets.' There can be no question whatever but that good-will is a 
fixed asset, and not a floating asset ; that is to say, it comes under the category 
of something which has to be acquired by an undertaking in order to enable 
it to carry on its business. Thus, there is a legal authority for holding the 
view that fluctuations in the value of good-will do not affect profits." 

There are many businesses which are built up with great effort after 
years of labor, and the connection which results in a certain amount of orders 
being not only received but guaranteed to be reserved for the purchaser, i? 
a valuable commodity on which a price can certainly be set. The value of o 
connection is' probably considered in every commercial transaction, but no 
particular rule to be followed in all cases could possibly be formulated. It is 
generally a question as to how much the vendors can obtain and for how little 
the purchasers can make the deal. In case of dispute arising between the two 
parties, however, it may be well to know that there is a commercial custom 
which fixes the amount of the net profits for three years as a fair valuation. 

GRACE, DAYS OF. — An ancient custom allowing a debtor three days 
after due date of note in which to pay it, and originally intended as a safe- 
guard against penalties of the law by giving more time in which to arrange 
to make payment. 

GRAIN BUSINESS ACCOUNTING.— Sales and purchases in this 
business are usually made on the floor of the Exchange by the broker and 
entered by him in a memorandum book. From this memorandum book the 
trades are transferred to a book called the "Auction Book" or "Purchase 
and Sales Book." 
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The following is the method "-of accounting used in a prominent com- 
mission and brokerage house. Form "A" illustrates a purchase and sales 
book. This form represents two pages of the book, the left-hand pageTseing 
ircd for purchases and the right-hand side for sales. This book contains 
the complete record of the transactions between members of the Board. 
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From this record the customers' accounts are posted to the Purchase and 
Sales Ledger or Option Ledger, form "B." This represents two pages as in 
the former case, the left-hand page for purchases, the right for sales. Form 
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"C" is the Settlement book, and is written up by the settling clerk. From 
this book the settlements are marked off on the Option book, form "A." 
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Form "D" is the ordinary form of purchase and sales account. 

The forms of cash book, joulrnal and ledger vary considerably in differ- 
ent houses in this business, but separate columns are, of course, required for 
purchases and sales and commissions. 
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In form "A" all the wheat is entered together, the corn, oats, barley. 
pork, and lard being given separate columns or having a certain number 
of pages of the book assigned to each, the house thus being able to tell at a • 
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glance whether it is "long" or "short" in any particular article. In the- 
illustration the trades are entered in 5,000 bushel lots, that being the trading 
"unit" in grain. By entering them in this manner it facilitates "settling" 
and at the same time enables one to see how the trades stand. 

In the illustration. Broker Rich is short 1 5,000 bushels of wheat. Every 
line counts 5,000 bushels, and there are three lines in excess on the sold side. 
Wherever a trade was entered on the wfong side, a counter entry was made: 
to balance it, and the two items were canceled by "direct settlement," leaving- 
the books as they would have been had no error occurred. In this case we 
find, as stated before, that the books are "short" 15,000 bushels of wheat. 
We now go over the open ; that is, unsettled trades on both sides, and find, 
we have 20,000 bushels of May wheat sold and 5,000 bought. We then 
turn to the Option ledger and find that T. Brown is short 15,000 bushels of" 
May wheat. This balances that particular article, and so through the whole . 
list. 

Of course the Purchase and Sales account should balance, and would 
in case the trades were all closed up with the customers, and settled with the 
members of the board, but that never or rarely happens unless a firm is going^ 
out of business. Here the account shows a credit of $37.50. In order to 
ascertain whether this amount is right, we must take all the open trades on. 
the Option book and Option ledger and find how much money is concealed 
therein. Wefind on the Option book 5,000 bushels of May wheat at 96c, 
If we would settle that against 5,000 sold at 99c., we would have $150 tO' 
collect, which would pass through the cash book to the credit of Purchase 
and Sales, making the credit to the account $187.50. This would then leave 
on the Option book 10,000 bushels sold at gg}i and 5,000 at loi^. Now, 
turning to the Option ledger we find T. Brown has 10,000 bushels sold at. 
loi and 5,000 bushels at ioij4.. When Brown closes his trades, no matter- 
at what price, profit or loss, we must allow him in our account the differencc 
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"between the price we sold it for his account and the open trades we have 
with members of the board. The two lots at i.oi>^ balance and we will 
collect less than we must allow him by the difference between gg}4 and i.oi 
on 10,000 bushels, which is $187.50. This is the proof that the Purchase 
and Sales account is right and the open trades on both books are correct. 
This balance is called the "Difference" balance. The broker stands as prin- 
cipal, so far as his relations to the other members of the board are con- 
cerned, and when ke has closed up his customers' trades, should he not 
succeed in settling them before the option comes due, he will have the article 
■delivered him, and it may come so late in the day that he cannot deliver it 
out before closing hour. He then may receive a lot of receipts with storage 
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■expiring, and will have to make that allowance to whoever he delivers them 
the next day, as well as (if he is prudent) pay insurance over night. The 
storage is one-half cent every ten days, and it is not a pleasant thing for a 
broker to get "stuck" with forty or fifty thousand bushels with expiring 
storage,- and know that he has no recourse to a customer. It makes a hole in 
his profits. It so happened that these books were "short" on the market, 
but had they been the other way the principle of the difference balance is 
lhe same. 

For records of profits made or losses suffered on trades, two books are 
used, one for accounts showing a profit, the other for accounts showing a 
loss. 

The profit book is ruled with three money columns, one for gross profit, 
-one for commissions, and one for net credit to customers. The items in 
the third column are posted daily, those in the first are carried to the end of 
the month and charged to purchases and sales, those in the second carried to 
the end of the month and credited commissions. The loss book has three 
money columns, headed respectively, Loss, Commission, Customers' Debit. 
The total of the Loss column for the month is credited to purchase and sales, 
ihe total of commissions credited to its account, and the Customers' Debit 
items charged daily. Forms on which the customers' accounts are made 
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out are ruled to correspond with the impression book, so that when copied 
the items would come in the proper columns for footing. 

Another system for the grain business has been described as follows : 

We use a journal and cash book, combined, or better known as a Special 
Column Journal. This book can be ruled to suit the current business. I 
would not advise having too many columns; that is, do not have a special 
column if you have only one or two entries a week for the column, but make 
that entry in the sundry column, which is posted daily, whereas the special 
columns are posted once a month or whenever you desire to take a balance. 

There are frequently times when you have an account like Freight, 
Switching, Inspection and Weighing, that have several entries each day for 
one side of the journal, and have only one or twp a month on the other side. I 
would advice to have the side you have only one or two entries for left out, 
and use the column for a more active account, as it is not essential that every 
special column have a Dr. or a Gr., for if the journal balances, that is, if the 
total debits and the total credits balance and you post the footings of the 
special columns, except the sundry columns, which items are posted daily, 
your ledger will be in balance. 

After working on several diflferently arranged books, I found the one 
here described to be the best ; for next to sundries, grain is the most active 
account, and I find that if I use the Item Column for bank entries, and extend 
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the footings out to the special column, it is no trouble to balance my pass 
book or to keep the balance of my bank before me. If you have an account 
.for every grain, I would advise putting one of the other accounts between 
the grain accounts, as it is very difficult to detect an error, like getting wheat 
in the corn column, or vice versa, whereas you would detect a wheat item if 
it were in the bank column ; in all probability someone will ask what has been 
done with the Cash Account. As you all know, there is very little cash 
handled in the grain business, therefore I treat the cash account the same as 
John Jones' or Sam Brown's account ; that is, I open a cash account on the 
ledger and post it from the sundry column; therefore, instead of running 
every item through a cash took or a cash account, make the entry direct 
from bank to grain or from grain to bank instead of from grain to cash and 
total cash to bank, and vice versa ; but if your business has a large volume of 
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money transactions, you can use a column for your cash account ; however, 
do not run all your business through that account, but make the account 
just what it is (a cash account). 

The illustration shows a Consignment Journal. This book is especially 
designed for consignment business, but could be used for any kind 
of receiving business. It takes the place of the car record and journal. If 
the business is small it' can be used as follows : When the car arrives, enter 
the name of the consignor, car number and initial ; when you get 
the inspection and weight, enter them; when the car is sold, enter 
it to the purchaser with the price and gross proceeds; when you pay 
the freight, enter it and complete the entry by entering your commission; 
then deduct the freight and commission from the gross proceeds, leaving 
the net to post to the consignor's credit. If you have a large volume of 
business, I would advise making the entries as above, for it is essential to 
have the entries complete before you can take a balance, because the gross 
proceeds must be posted to the debit of grain account, since you have credited 
that account with it when you received it from the purchaser; the freight 
must be credited to Freight Account, as you charged it to that account when 
you paid it. The commissions are profits, which are always credited to 
that account, leaving the net amount, which is posted daily. Therefore, in a 
large business you can only use this book as a car record and journal, in which 
to enter account sales, using a small blotter book for your first record until 
-^the car is disposed of and cleaned up. 

GRAIN ELEVATOR ACCOUNTING.— This class of accounts is 
concerned with three quite distinct features of the business — (i) the recep- 
tion and handling of grain; (2) its storage^ and (3) its delivery. 

The average elevation rates range from one-half to three-eighths of a 
cent per bushel ; while the cost of steam shovel elevation is only about twenty- 
five cents per thousand bushels, except by special agreement. 

The costs for organization, as respects the preliminary surveys, filing 
and recording fees, advertising, etc., do not differ materially from the costs 
of other companies. The construction account, however, presents some nov- 
elties. In the first place, the buildings are made of what is known as 
"structural steel," and recent erections are named as costing, for, a 200,000- 
bushel elevator, a little over $40,000, and for one containing 3,000,000 
bushels, at over $400,000. 

The inside work in a recent elevator construction consisted of 68 steel 
bins, each 75 feet deep, 40 of them having a diameter of 28 feet, the rest 
of t8 feet, divided by }i and J^-inch plates. In some cases several thousand 
piles have to be driven prior to the beginning of the building work, and 
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between two and three hundred cars of stone used in strengthening the foun- 
dations. 

Besides the storage bins, other elevators employ storage tanks contain- 
ing from twenty to eighty thousand bushels ; and, as a rule, where the division 
of the building is adapted to both shipping and storage bins or tanks, there 
is some considerable difference in the construction of the walls and partitions, 
and the thickness of the same. 

Many of these bins have steel bulkheads placed in them, dividing the bin 
into three parts, for the reception of different kinds of grain. From seventy- 
five to one hundred men is about the average employed in the construction,, 
and about twenty or thirty for the annual working of the business. 

In the arrangernent of the registration or stock book, we have for a large 
company the following described rulings : 

Date; Consignee's name and address; carrier (name and initial of the 
road, steamer, barge, canal boat, etc., bringing in the cargo ; or both rail and 
water carriers' initials may be given in this space) ; class (that is, the kind of 
wheat, barley, etc., stored) ; the number of bushels stored ; the time of storage' 
in days; the terms, in which column will be found regulations for the first 
ten days, for the first thirty or sixty days and subsequent periods, according 
to the contract of storage, which differs considerably in different cases ; the 
cost column, in which is specified the elevation, weighing, trimming, insur- 
ance, storage, cartage, freight, unloading, reloading, transferring and other 
charges which the storage party may put out for the consignee while the 
goods are in storage ; in the next column opposite each of these items comes 
the amount paid ; following these columns come the delivery column specifi- 
cations, of date, to whom delivered, and the number of bushels, so that the 
status of the customer's account can be easily found at any time. 

As one customer may have grain stored in several bins, arrangements 
are made by the rulings of the registration book for posting as from a journal 
to the credit of his account, in two columns, one for the records of the graia 
and number of bushels, one for, any credits which may accrue to him during- 
the time of his dealings with the elevator; and against the account are 
posted the items taken from the stock book; thus making two classes of 
credits and one debit. 

In regard to the inspection of the grain, the duly appointed inspector 
examines each car and boat load as it arrives and notes its condition in a 
specially prepared book before it is elevated ; a duplicate of this goes to the 
warehouse registrar, who keeps a record with each elevator in his district, 
and as soon as the certificates of the deposit of the grain are handed to him 
by the elevator inspectors he compares it with the elevator's returns, and if 
these agree the papers are signed in duplicate ; the owner's certificate who has 
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made his deposit in the grain bank passing as collateral at the regular city 
and country banks for loans in some cases ; although this has not yet become 
a universal practice. 

There have been some vigorous attempts in recent years to establish a 
uniform system of taxation upon the grain stored in elevators, but this has 
not yet been successfully accomplished, and it is not yet everywhere amenable 
to the provisions of the personal property tax. 

The inspector's ordinary fees for grain examination are twenty-five 
cents for a car load, ten cents per wagon load, forty cents per thousand 
bushels from canal boats, and one-fourth cent per bushel from bags, or 
arrival at elevator. 

There is some extra compensation made for night inspection also ; the 
services prior to midnight costing three dollars for inspection of large or 
small quantities, and after midnight five dollars ; and these are useful facts 
to know in connection with the book entries, and their audit. 

The shippings books are virtually a check upon and confirmation of 
the balances shown by the registration books ; and in some forms of registra- 
tion book special posting columns are inserted, so that upon reference to the 
pages referred to in the registration book, it can be learned hpw much has 
gone out from a given consignment, through the side reference in the ship- 
ping book. The best way, however, to keep track of these consignments and 
deliveries is to have rulings so framed in a single book that both income 
and outgo of the grain can be ascertained without the trouble of examining 
two books. The costs associated with the deliveries can be wdl enough 
carried in the same column as the costs for handling, storing, insuring, 
reloading, etc. ; and should any special reason arise why the classes of costs 
should be kept separate, the cost column as it is described above, can readily 
enough be divided into two sub-columns, headed respectively, handling costs 
and delivery costs. 

Another form of registration and delivery book is given at the end of 
this article, however, so that both the elementary and more difficult work of 
the elevator can be seen from the rulings. 

These elevator records are subject to public inspection of duly author- 
ized officers called inspection messengers, and the law provides in some 
States that both registration and shipping books, and samples of the ship- 
ments shall be furnished in such cases. This class of costs is shown along 
with others in the cash book form illustrated further on. 

Since the capacities of storage in these warehouses differ so greatly, 
ranging from one to three million bushels, the elevator income is chiefly 
derived therefrom, and ranges for ordinary cases on storage account from 
three-fourths of a cent per bushel for the first ten days, and one-fourth cent 
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for additional ten days or fraction thereof, upward. The charge of three- 
fourths cent storage goes with the first purchase of the grain and is assumed 
by the buyer, and if the grain is sold within five days after arrival, the 
shipper has no storage to pay, inasmuch as all receipts have five days to run 
free of additional charge. If the grain is not sold within the five days after 
arrival, then shipper pays one- fourth cent per bushel, being the rate for ten 
days additional, which thus practically gives shipper fifteen days- storage 
for one- fourth cent. In the language 'of the elevator business, warehouse 
receipts which are three days old and have seven days to run on the original 
storage of three-fourths cent, are called "gilt edge;" the second, five days 
old, with five days to run, are called "regular," and the last "short receipts," 
Having but one or two days to run before extra storage is payable. 

Whenever advances are made on grain, interest is charged by the ele- 
vator in addition to the current rate of insurance. 

In regard to grain weighing, that is provided for by special State legis- 
lation, the railway company entitled to maintain track scales, makes its 
weights conclusive upon the shipper himself, which the elevator company 
receiving the grain, is bound strictly to accept, although it has track scales of 
its own. It has been openly declared by elevator men that no elevator com- 
pany suffers from accepting the railway certificates of weight, notwithstand- 
ing the law that the elevator company is responsible for shortages in most 
cases. But the matter of track weights is still largely in controversy, for it 
is also asserted that the track weights of the same railway at different points 
on the line differ perceptibly, so that it has been difficult for elevator com- 
panies to settle with shippers on the basis of the irregularities made manifest 
by the railway company returns. 

Proceeding now to the second form of registration book referred to 
above, the following schedule is given : 

ifORM REGISTRATION AND SHIPPING BOOK. 

Date. 
Class of grain received. 
Via (canal, rail, steamer, etc.) 
No. of bushels. 
Condition when received. 
Days. 
Terms. 
Costs. 
Storage. 

Elevation and Unloading costs. 

Insurance. 

Advance charges. 

Other sundry costs. 

Total handling costs. 

Reference Folio. 
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Date. 

Order (party's name, terms, etc.) 

Class. 

No. of bushels. 

Delivery costs 

(via rail, boat, team, etc.) 

Total costs. 

Losses, waste, etc., charged to consignee. 

Net balance in bushels. 

L,. Folio. 

FORM CASH BOOK. 

Date. 
L. Folio. 

Item. 

Storage. 

(Ent. as fast as paid per fol. of Geg'n Book.) 

Income. 

(Sales, wastes, screenings, etc.) 

Elevator and Unloading fees. 

(Posted from Reg'n Book.) 

Sundries. 

Date. 

Item. 

Construction. 

Equipment. 

Repairs and Renewals. 

Wages and Salaries. 

Taxes and Insurance. 

Supplies. 

General Expense. 

Bank Deposits. 

Voucher No. 

L. Folio. 

FORM INSPECTOR'S TRACK BOOK. 

Date. 
Train, boat, barge, etc.. No. on which grain cirrived. 
Car No. and initial 

from 

Track No. or location where car was left. 

Time 

on track, switch, wharf, etc., before unloading. 

Condition of grain on arrival. 

Demurrage costs. 

Consigned to 

Waybill, manifest or other marks. 

Weight of grain on track scale 

Switching charges. 

Reloading, transferring and other costs. 
Time delivery from car, etc., to elevator. 
Sales or deliveries before elevating. 
Inspector's signature, attest, etc. 
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ULUSTRATIVE BALANCE SHEET. 

1. Organization costs (to be carried into profit and loss). 

2. Construction account (chargeable with excavating, pile and pile 
driving costs, stone, grading, labor, superintendence, structural iron and 
steel plates, beams, bolts, bricks, sheets, channels, tees, lumber, rivets, roofing 
bills, tanks, track material, tool houses, sheds, bulkheads, etc.). 

3. Equipment (chargeable with belting, cleaners, garners, track scales, 
motors, grain buckets, engines and boilers, automatic sprinklers, exhaust and 
receiving pipes, steam shovels, winnowers, etc.). 

4. Operation (chargeable with labor, superintendence, clerical costs, 
insurance, taxes, repairs, rentals, trackage rights, interest and discount, fuel, 
light, supplies, shortages, in part, transportation costs of various kinds, adver- 
tising, transfer and reloading costs, switching, sometimes wharfage, towing, 
trimming costs, temporarily assumed and later charged to consignee, or 
shared with him; depreciation estimates). 

5. Other assets (chargeable with wells, corncribs, bonds deposited, 
i. e., open accounts with the depository of licensee's bond). 

6. Cash accounts and open accounts. 

Note. — Where advances are made to consignees, and which advances 
vary greatly in character and extent, a special class of accounts will arise 
coming under the head of advance accounts, or some other descriptive term, 
in the case of freights running at least as high as thirty to forty cents per 
hundred pounds on the grain. Where advances are made on warehouse 
receipts, an annotation should be made on the receipt itself, and accompanied 
by consignee's signature itself proving the loan. In some cases it will be 
found necessary from the extent of the business, to keep a special column in 
the cash book disbursement items for the record of such advances. 

The track scales of the railroad companies and those of the elevators 
do not disagree greatly as a rule, and the discrepancies are usually easily 
adjusted, so that there is a double check on the amount of grain going into 
storage. 

Before the entry of the grain into the elevator, any disagreement with 
the inspector's weights, etc., must be made in writing, and accompanied by 
a deposit of one dollar for each carload or each one thousand bushels or part 
of same in dispute addressed to some properly designated official. If the 
appeal is sustained, the deposit money is refunded, otherwise it is turned 
over to the treasurer of the inspector's board or office as a part of the grain 
inspection fund. 

The income account is made up from elevation returns, storage returns, 
interest and discount, returns from sales of waste, and returns from the sales 
of entire grain lots ; for there is a rule that after about a year's storage, and 
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unheeded notice to delinquent consignee, the grain becomes the property 
of the elevator company, and the returns from the sale are to be balanced 
up against the costs of unloading, elevating, storage and reloading and trans- 
ferring during the year, in order to obtain the net profits on the deal. 

In some elevator systems of accounts the constant depreciation of the 
grain in part and from various causes, requires a column of considerable 
width in such book to make proper and explicit entry of the changes in bulk, 
and grade of the deficient merchandise. 

At the beginning of the business, the open accounts require some careful 
separation, the contractors' credit balances being distinguished from the con- 
signees' accounts and these in turn have to be sub classified so as to show the 
transfers of grain which are made during the year, passing from one owner- 
ship to another by properly endorsed certificates and surrender of those that 
have been canceled for any reasons. ' 

A grain shortage account is also kept among the liabilities, but it is not a 
very permanent account, for discrepancies of weight, quantity, grade, loss, 
waste are. quickly made, as a rule, and claims of this kind rapidly disappear. 

Another liability account worth notice is the grain liability account or 
advance grain account, where moneys are loaned to consignees on thestrength 
of their warehouse certificates, held in charge of the storage parties pending 
the return of the loan. — P. H. Grover. 

GROCERY BUSINESS ACCOUNTING (WHOLESAI.E).— The 
system given below is designed for a house with a business of a million a 
year. I have made it for a large business, because I think it is an easy 
matter to fit a plan which covers the operations of a large concern to the 
needs of a smaller one. For instance, if the business only required one debit 
«r sales ledger, the posting would be made direct from the sales book. There 
would be no journalizing of sales at all. The reason for journalizing is that 
in this business there are four ledgers, it is necessary, in order to be able 
to balance separately. We will begin with the original order or sales ticket, 
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as it is also called. (See Fig. i.) This is a ticket which is made out by 
the salesman taking the order. It goes direct to the credit man, who, if the 
customer is good for it, "passes" it by putting his initial or private mark on it. 
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From the credit man the ticket goes to the head salesman. He checks the 
prices and sends it to the bill office. This office is divided into two depart- 
ments — city and country. Each department takes their orders and copies 
them on to loose sheets of the sales book. These sheets have the common 
journal ruling and are perforated so that they can be fastened temporarily 
with a McGill fastener. In charging, two men work together. In the city- 
department, one calls off and charges at the same time and the other takes the. 
dictation and makes the invoice. They figure separately and prove before- 
taking up the next charge. The invoices are handed to the shipper. He 
orders the goods called for and checks off each article as it is placed on the 
wagon and gives the driver the invoice. Every customer receiving goods 
by wagon must insist upon an invoice for the same. One of the largest, 
houses in the country follows out this plan and has never had a dispute with a 
customer about not receiving goods. When the customer accepts an invoice 
from the driver it is understood that he received the. goods the invoice called, 
for. In the country department one charges and calls off and the other 
makes the railroad receipts. The freight receipts are made in duplicate by" 
the use of a carbon sheet. These receipts are handed to the country shipper 
and checked on the wagon in the same manner as the city deliveries. The- 
country bills are made out in spare moments or the next day on the typewriter 
in the main office. If the business is very large, by using loose sheets three, 
four, or as many teams as are necessary, can work at one time. At the end. 
of the day these sales sheets are fastened together and sent to the main office. 
The next morning they are figured and in a general way the prices checked. 
The sheets are then paged, taking up the last number of the day before, and. 
so on every day up to i,ooo. When i,ooo is reached these sheets are bound, 
into a book and numbered i, 2, 3 and so on up to 100, when they start at i 
again. 

The Sales Journals. — Each ledger has a journal of its own. We are 
supposing that the business requires four ledgers — A to K City, L to Z City, 
A to K Country, and L to Z Country. At the beginning of each month in 
the sales journal two or more pages are left for journal items, cross entries^ 



MewAr'K M.iJ <JAn.3l^ I90D 



3,^ 
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tUos, F K.n^ Tea eo Ja. 



etc. For ruling of sales journal, see Fig. 2. 'the ledgers men have assist- 
ants .whose duty it is to take the sales book and write up the charges for their 
ledger. (See illustration of sales journal.) All packages that are return- 
able and such memo, as time on certain goods are posted into the ledger.. 
The sales book is then "called" back and the journals checked. 
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The four journals are footed and must agree with the footing of the 
sales book. At the end of the month the totals of the several journals are 
credited to sales merchandise in the general ledger. 

Credit Journals. — Each ledger has also a credit journal of its 
■own, and is ruled in common journal ruling, with the addition 
•of a line to keep the checks (') regular. All credits for discounts, 
merchandise returned, charged packages returned, etc., are put through •^his 
"book. The returns are copied from the receiving clerk's book of returned 
merchandise. The totals of these journals are debited to sales merchandise 
-at the end of the month. At the beginning of each month two pages are 
Teserved — one for interest account and the other for bills receivable. The 
headings of these pages read "Sundries Dr. to Interest" and "Bills Receivable 
Dr. to Sundries." This does away with making a journal entry every 
time there is an item for these accounts. The totals of these two pages are 
posted to their respective accounts in the general ledger. The bills receivable 
items can be posted separately if desired, but the intelligent use of a bill 
"book makes it unnecessary. 

Sales Ledgers.— These are loose-leaf, but are not indexed as is custom- 
.ary. They are paged. A customer has the same page as long as he deals. 
When one page is full another is paged with a numbering machine and put 
in its place. It is necessary to carry a separate index with this plan. The 
•reason for paging the ledger is that by this method a salesman's accounts are 
'kept together. Every salesman has 50 or 100 pages. For instance: Per- 
.kins' accounts run from i to 50; Wilson's from 50 to 100; Jones, having a 
-greater number of customers, has the pages from 100 to 200, and so on with 
the other salesmen. Probably Perkins' accounts take only 24 pages. The 
next page in the ledger will be 50, the first of Wilson's accounts. If Perkins 
^ets a new customer, page 25 is put in. The ledgers are ruled as per Fig. 3, 
-and explains itself. The sales are posted by the sales book page and not by 
journal page. See illustration of sales journal, also of ledger, which show's 
:sales book number and page. As bills are paid they are checked off along 
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-with the credits balancing them. (See Fig. 3.) All charges and credits 
•open should make up the "balance." With all cash turned in the salesman 
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must give the book-keeper a settlement slip showing just what bills are paid. 
(See Fig. 7.) 
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The Cash Department. — To begin with, the bank account is kept on the 
stub of the check book. The books used are as follows : ( i ) blotter cash, 
(2) daily cash, (3) auxiliary cash, and (4) a memorandum book called 
C. O. D. and cash sales. The blotter cash is a common book into which 
is written in pencil all receipts (of all kinds) and payments of cash. There 
are two blotter cash books, used day about. 

The Daily Cash. — See Fig. 4A and 4B.) This book is a copy of the 
blotter cash and of the regular check book. All postings are made from this 
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book. An assistant writes up the daily cash and must be familiar with the 
accounts in the several ledgers. The stubs of the check book state the 
account to which the charge belongs and the amounts are extended in the 
proper columns. The "merchandise column" is posted in total to the Dr. 
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of merchandise in the general ledger. (The footings of the columns are 
carried on day by day to the end of the month and a summary made.) 

The auxiliary Cash Book. — (See Fig. 5.) This is a cash book with 
only one side. It could be called, just as well, the auxiliary disbursing cash 
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book. It is handled only by the cashiers and the general book-keeper. Items 
of cash or checks given which come under the division as illustrated are put 
through this book. Items of a private nature, such as payments of salary to 
officials, heads of departments, etc., and checks for dividends, or anything 
which it would be better not to put through the daily cash book, can be put 
through there. There is a posting column and items can be posted direct to 
their proper accounts in the general ledger from here. At the end of the 
month the totals of the columns are written into the daily cash book and 
posted from that book. The balance of the auxiliary cash book, which has 
been posted direct, is written into the daily cash book as "sundries" and 
marked "||" in the posting column, which shows they have been posted else- 
where. (See illustrations, Figs. 4A and 5.) This will make the daily cash 
book at the end of the month show the actual cash on hand. A /separate 
check book can be kept for the payments of a private nature spoken of, the 
footing to be carried into the regular check book where the bank account is 
kept. The cash sales and C. O. D. items are credited in one sum to "cash 
sales" and extended into that column at the end of each day. The total of 
this column at the end of the month is credited to "sales merchandise." A 
number of pages of the sales book is reserved each day for charging C. O. D. 
and cash sales. The name, carrier and amount is copied into a book for that 
purpose and the charge "lined out." As they are paid, they are checked off. 
Purchase Department. — This department checks all bills and pays them. 
The items of the invoice are checked by the receiving clerk's book — "goods 
purchased." The bills are kept on file until checked, when they are placed in 
a cabinet with 31 pigeon-holes numbered from i to 31. These numbers are 
the dates of the month when bills are due. For instance, a bill is dated Jan- 
uary loth and due on the 20th. That bill is placed in pigeon-hole No. 20. 
On that date all bills in that compartment are taken out and paid. The 
general books are ledger, journal and cash book. The trial balance shows 
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the accounts in the general ledger. There are no accounts kept with the sales 
ledgers in the general ledger. With so much transferring, cross entries, etc., 
between these ledgers and the general ledger it would require considerable 
"journaling" to keep them. Their balance sheets are sufficient, which are 
proved as per Fig. 6. As the cash postings have been made from the daily 
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and auxiliary cash books, the general cash book will deal with totals only — 
each day's total Dr. and each day's total Cr. marked "jl" in the column to 
show it has been posted. All the bills for goods received before the end of 
the fiscal year and counted in the inventory but not paid, are journalized — 
charged to merchandise, expenses, etc., and credited to "sundries" (credit- 
ors') account. Later when these bills are paid the amounts are charged to 
"sundries" account, thus balancing it. 

The Trial Balance (Fig. 8), the P. and L. Statement (Fig. 9), and the 
Balance Sheet (Fig. 10) need no explanation. 
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In the following system of accounting the necessary books are : Pur- 
chase Journal, Check Register, Order Register, Journal-Cash Book, Pur- 
chase, City and General ledgers, separate books, and three Country Sales 
ledgers, in which the accounts are classified by States. For instance, "A" 
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ledger will contain accounts in Wisconsin and Michigan; "B," Minnesota, 
North and South Dakota ; "C," Iowa, Montant, and miscellaneous. If col- 
lections are made by travelers, we would classify our accounts by travelers' 
routes, but a salesman is handicapped by giving attention to collections, and 
they do not usually rnake good collectors anyway. As collections are to be 
made from the office, we classified accounts as first mentioned. 

A labor-saving system is not where all your books are bound in one or 
two. Some prefer only two books — a bound ledger large enough to hold 
accounts that may be opened for all time, a 200-pounder, requiring a ware- 
house truck to transport it and a derrick hoisting apparatus to handle it ; a 
sixty-column journal to match that requires a plumb line to guide your eye 
across the page. In such a journal, when you have a certain class of entries 
to make, for instance, a page of creditors' invoices, you use two columns, the 
balance of thie page goes to profit and loss. As we must buy before we could 
sell, one of the first questions that suggests itself is a method for handling 
invoices of goods purchased. Please note form No. i, purchase journal, a 
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book in which all purchase invoices are entered — name, date and amount, 
and from which all postings are made direct to the purchase or creditors' 
ledger, except, of course, any items that might appear in the other two 
columns, customers and general. They are there for a purpose, which will 
be explained later. This purchase journal embodies a feature also for keep- 
ing track of invoices to pay, assuming that all bills shall be discounted. It 
is desirable that certain days be set aside for settlement of purchases, and as 
most all grocery goods are discountable in from ten to fifteen days, the sth, 
15th and 25th of the month are good settlement days for "out-of-town" pur- 
chases. To clearly illustrate I will give an example. Presuming we have 
entered a number of invoices from different firms, dates ranging from the ist 
to the 15th. Opposite each amount of those invoices dated from the ist to 
the loth we place an X check mark in the column headed "isth," and 
opposite invoices of a later date we check in the "25th" or "5th" column, as 
the case may be, figuring ahead about ten days from the date of the invoice. 
It will be seen that when we refer to this purchase record on our settlement 
days, the invoices due to pay or discount are indicated to us at a glance, and 
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we turn to the invoice clip for the desired bills, which have now been through, 
the buyer's hands, prices OK'd, extensions checked, etc. We will settle all 
city accounts once a month, checking the statements rendered to us with our 
ledger accounts, and, of course, examining all the bills and attaching them 
to the statement, which shall be our voucher for the disbursement. Let us- 
follow a creditor's invoice through the "mill." It is received, recorded in. 
purchase journal and settlement date checked. We then copy into a freight 
receiving book (which shall be nothing more than a book with horizontal 
rulings, 200 or 300 pages about 8x12 inches), the name of shipper, car 
number, if any, routing, then the items any other information that the- 
receiving department should know. We stamp the invoice with a rubber 

stamp something like this : Price OK , Extensions OK , Items- 

OK , Receiving Book Page Note the receiving book page 

thereon and pass it to the buyer, who OK's the prices or makes note of any 
overcharges — ^notes that freight is to be deducted perhaps^after which 
extensions are checked and the invoice put on the clip for settlement in due 
time. Post all invoices to your ledgers just as they are rendered, errors- 
and all, if there are any. When you pay, make your remittance statement 
from the invoice, and charge back any errors, overcharges, freight allow- 
ances, etc., through the check register at the time you charge the account; 
with the check, referring always, of course, to the ledger account 
to ascertain that there are no debit items to be deducted in settle- 
ment and which would not show on the invoice goods returned; 
perhaps. When an invoice is paid, so mark it with a paid stamp, 
note the check No. thereon, and stamp "Paid" opposite the amount: 
in your purchase journal with a neat little rubber stamp. A blank statement 
(for No. 2) on the back of the check is a good idea, and nothing more will 
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be needed for most settlements. It is well, however, to have a separate 
blank remittance form, and when this is used take an impression and note 
the copy-book page on the back of the check. Our checks will be made with 
stubs, and not bound in book form, but put up in tabs of 100 each. We 
will not often have use for the stub, for when we draw checks for settlements^ 
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^we will make our entries in the check register direct from the check. How- 
•ever, we will have the stub there in case it is needed. It may be more con- 
venient sometimes for the book-keeper to make a stub memorandum tem- 
porarily, or, a member of the firm might draw a check, in which case we 
would not want him to make entries in our books. 

Order blanks will be ruled like form No. 3. Salesmen should be fur- 
•jiished with pocket order books for their convenience, but we will require 
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them to send all orders in on regular order blank forms. Before they start 
►out, drill them well on the subject of writing orders legibly, to use special 
■care in spelling names and places, and little trouble will be experienced from 
"that source. When orders are received they should be stamped with date 
•of receipt and passed to the desk of the credit man, who, if he passes favorably 
upon it, would put his 'official OK thereon in the proper space for it. The 
-order should then be passed to an entry clerk, that date, name of customer, 
town and state, may be entered in the Order Register (form No. 4), which 
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will serve also as a Salesmen's Sales Record, as we are to base their salary 
somewhat upon the volume of their sales. It will be observed that the lines 
are numbered numerically, and when an order is entered the register number 
is stamped thereon with a numbering machine or pen, as preferred. 
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To keep a copy of all orders in the office for fear that one may be lost 
in the shipping room is a waste of time and money. Furnish the shipping 
department with a supply of order holders (there are a number of excellent 
ones on the market,), impress upon shipping department and packing room 
men the importance of returning all orders that pass through their hands, 
and I would not be surprised if there never was an instance of a lost order. 
We have it registered, and if it does not come back promptly, let it be the 
duty of sorp.e of the office force to ascertain the reason. 

Now, while it is probably not desirable to keep separate department 
accounts on our ledger, for shipping purposes we will have what we might 
call the bulk and shelf-goods departments. In the shelf-goods department 
we will keep candies, cigars, pipes and all small box goods. The original 
order should go to the department which is to supply the larger number of 
articles. To illustrate : If an order called for two barrels sugar and quite 
an assortment of cigars, candies, etc., the original order would go to the 
shelf-goods department, the sugar part would be copied ofif on a memoran- 
dum slip and given the same register number as the original. The slip 
could be smaller in form, ruled with quantity column, for name of customer, 
town and state, but used only to facilitate getting out goods for shipment, 
the slip ^oing to the bulk goods department when the original went to the 
other department, and vice versa, the original always going to the depart- 
ment supplying the most goods on the order. When the shipment is com- 
pleted, the order, with the memorandum slip pinned to it, if any, is returned 
to the office and compared to ascertain that no item on the slip is crossed off 
as being out of stock, and if so, must be crossed off the original and back- 
ordered. It will be found that the majority of orders can be filled from the 
original, and by this order method we obviate making more than one bill for 
a shipment, which is frequently done by many large houses. The order is 
now ready to be priced, if prices do not already show, figured, the extensions 
checked and billed. Billing on the typewriting machine is the neatest and 
most rapid way. Orders are now stamped A, B, C or D, as the case may 
be, for its respective ledger, and it is "up to" the book-keepers, and we ought 
to have about three, including the cashier, for 5,000 accounts, or about 1^500 
accounts to a man. Mail orders will, of course, have to be copied, but we 
can furnish our better customers with blanks and reduce order copying to a 
minimum. 

The Sales Ledger will be the loose-leaf style, ruled as shown by form 
No. 5. In most grocery accounts the debits exceed the credits two or three 
times, and to save space and make the account more compact we will have 
two debit to. one credit column. Each ledger is self-indexing. That is, to 
each, letter of the alphabet is apportioned a certain number of pages and 
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each division has its index page, with its tab bearing a letter of the alphabet 
marking that division. By exercising a little ingenuity a book-keeper can 
so arrange and classify the accounts on the index page that to locate a name 
is almost instantaneous. 
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We will not take off monthly the balances of our sales accounts in 
detail, but by the use of a separate column for customers, creditors and 
general ledger items in all the books of original entry, we ascertain at the 
end of the month the total debits and credits that have been posted that 
month to customers or creditors accounts, and we post these totals to cor- 
responding accounts in the general or private ledger, which represent the 
balances on our sales and purchase ledgers. By this method our trial 
balance is confined to our general ledger, and if we have proved during the 
month our postings to our sales and purchase accounts, the taking of a trial 
balance is the least of our troubles. 

There are numerous schemes for proving postings. Suffice to say 
that any book-keeper with a "proof of postings" hobby, can ride it as freely 
with this system as any other. Where more than one book-keeper works 
on the books, it is not a bad plan to use slips for posting, dropping one slip 
in the ledger for each amount posted, then one calling back the items to 
another who takes them down with a pen or on an adding machine. By 
this method we can have debit and credit slips for each sales ledger, and for 
our purchase ledger as well, thereby making it possible to prove each ledger 
independent of the other, whenever it is desired to take off the balances of 
accounts in detail. 

One quite important feature of the sales ledgers needs an explanation — 
that of the due column. The terms on which most goods in the grocery 
business are sold is 30 and 60 days, and accounts are usually quite active : 
that is, here are numerous charges each month. We would render a state- 
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ment of all unsettled accounts once a month only. Statements are printed 
with a foot-note : 

"Above is a memorandum of your account, of which $ is 

due We send each customer a statement at the end of 

every month for comparison of accounts. If NOT correct, please 
advise us at once. If not otherwise advised, we will consider ourselves 
at liberty to draw AFTER MATURITY without further notice. 

"Yours respectfully, 
"TWENTIETH CENTURY GROCERY CO." 

If an account is past due, we will leave the space after "is due" blank ; 
if it is due on a certain future date, we so mark it; if several bills are due 
at different future dates not far apart, we assume an average date; if an 
account should show two bills, for instance, one due the 5th and the other 
the 25th, we would mark the two items and the two dates on the statement. 
Then these amounts and dates, as shown on the bottom of the statements, 
are noted in the due columns of the respective accounts, about on a line 
with the last credit item. Then, after our work incidental to the first of 
every month is out of the way, we will go through the ledgers and stamp the 
current month before the due amount, using a neat little rubber stamp and a 
red ink pad. Now, on the loth and 20th of each month, we will make sight 
drafts for all due or past due accounts. In running through the ledgers 
our eye quickly catches the items stamped the current month, and by reason 
of the credit side of the account being reversed, the amount column to the 
left, the close proximity of the last credit date to the due amount indicates 
at a glance that a payment has or has not been made since the ist of the 
month, which determines whether we shall make a draft or not. One reads 
the name and amounts to another, who writes them in a Collection Register, 
with numbered lines, and calls back the No., which will be the draft number. 
This number is noted across the due amount in red ink. When amounts 
have all been drawn off, the name of banks are filled in on the register and 
the draft is then made from the register. Drafts and remittance letters are 
written at the same time by the use of pen carbon paper. The draft and 
remittance forms are put together alternately in tabs of 100 each and the 
printed matter so arranged that when the draft is written the remittance blank 
is filled in at the same time. Collections are sent direct to country banks. 

Good rating does not always mean good credit. The manner in which 
a customer meets his bills is an excellent criterion to be guided by in granting 
credits. And this scheme of keeping a record of due amounts on the ledger 
has many advantages. It enables the credit man to tell at a glance how 
promptly accounts are paidi.how long an account is past due, whether cus- 
tomer pays drafts or not, aijd whether there is one out for collection. 
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The Check Register (form No. 6) is a reversal of the usual order of 
things in book-keeping. The right-hand page is all debit columns. We 
get the debit and credit of our bank account from the two left-hand columns, 
and if we keep them footed in pencil on the same line, the state of the 
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bank funds is plainly shown. The right-hand page provides columns for 
a distribution. of all funds disbursed through the bank. A check is seldom 
drawn that is chargeable to a sales ledger account, but we will make pro- 
vision for an emergency and have such a column in the check register. 
Reference has already been made to settlements, but perhaps the three col- 
umns, cash discount, overcharges, and freight, under the head of creditors, 
need an explanation. After entering a check in check column, crediting 
bank, we enter the same amount to the right, debiting creditors, and on the 
same line in their respective columns, cash account, overcharges, and freight, 
one or all, as the case may be. We post to the individual creditor's account 
each of the last-named items separately. In fact, we post separate items 
from all the columns in this book, excepting only from the bank columns, 
which are posted in total at the end of each month. As heretofore mentioned, 
we must keep the equilibrium of our general ledger ; we therefore post also 
the total of the four columns under the heading of creditors to the debit of 
creditors account in the general ledger, credit returns and rebates purchases, 
and credit discount account, credit freight with the totals of their respective 
columns. It will hereafter be explained that all totals are recapitulated in the 
journal, and that from there they are transferred to the general ledger. 
Freight items should all be paid'by check, and all the expense bills covered 
by a check pinned together with a slip attached bearing the date and number 
of the check, and then filed in a file with a division for each railroad. 

Make it a rule to pay freight expense bills every Tuesday. Check up 
bills in the meantime and have checks drawn for each railroad ready for 
collectors when they call. Post the total of each bunch of expense bills to 
freight account,- using for an explanation in the ledger the R. R. initials and 
checks number. ■ 
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' Form No. 7 is the Journal Cash Book, and I beheve needs no special 
explanation. Its use will be principally to record the daily cash receipts 
and for the closing entries each month. At the end of each month we will . 
gather the totals from the sales binders, credit memorandum binder, check 
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and purchase registers and recapitulate them in the journal. As each mail 
brings remittances they are passed to the cashier and cash discount or other 
deductions investigated to ascertain their correctness. Remittances will not 
be entered immediately, but without separating the remittance letters from 
the drafts, will hold them until an hour or two previous to the bank closing 
h,Our, The entire lot should then be arranged alphabetically according tO' 
the accounts, then separated in piles for the different ledgers, keeping them 
in alphabetical order, and the whole lot entered at one writing, entering the 
town and state, as well as the name of account. After comparing deposit 
slip with journal footing, we debit and credit cash and enter the same amount 
in the check register. Column heade^ "6 Credit — Dis. and Ex. on Collec- 
tions," is a credit to customers, a debit to regular Int. and Dis. account. 

Nearly all cash receipts in a wholesale business are in the form of checks 
or bank drafts — :very little currency — but all cash receipts to a cfent, of what- 
ever nature, shall be deposited in the bank each day. Cash sales for one day 
are held till the following morning and included in the deposit for that day. 
Nearly all disbursements should be by check, but for petty expense items, 
for such other items as is more practical to pay by currency, and to supply 
the cashier with change, checks are drawn to his order and charged to an 
account with him in the private or general ledger. He takes vouchers for 
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all disbursements and carries them as cash items to the end of the week, or 
month perhaps, at which time he numbers and lists them according to the 
dates and turns them in for credit, after having them OK'd-by some member 
of the firm. General expense items are charged to that account in total, 
other items in detail to their respective accounts, and the cashier credited 
with the grand total. A cash column in our journal is in fact not a necessity, 
for the cashier will keep a blotter in which he enters in detail petty disburse- 
ments, and cash sale items from salesmens' cash return slips. 

Our general ledger is the old style bound book, double-double ruling, 
with good, wide explanation columns. The stock ledger was a common 
form. 

The idea in this system has been to eliminate "blind" total from expense 
accounts. What is meant by blind totals is the footings of expense columns 
in a journal or cash book for a month ; footings that are made up of many, 
many items. An expense account — and I do not mean general expenses 
only, but traveling expenses, freight, insurance, etc. — cannot be dissected 
without blundering through four or five hundred pages of a journal and cash 
book, and several, perhaps. While by our method the general expense 
account will show a total of petty expense disbursements, it bears a reference 
which directs us to the cashier's approved vouchers for a certain month. 
Our insurance account shows each separate insurance bill, the name of agent 
or company, number of check that paid it, on the back of which is a state- 
' ment showing policy No., etc. The same scheme should be carried out 
through all expense accounts, thus making an audit of bills and an examina- 
tion of the books a more simple matter than is usually the case in many 
business houses. 

To make an audit of bills and an examination of purchase accounts, 
a simple matter, we will adopt the numerical system of filing invoices. 
The plan includes the use of the letter file, or transfer cases, with numerically 
arranged indexes. Each account is assigned a separate division and the 
number of this division entered on the ledger page of that account. Thus, 
your ledger becomes the index to the invoice file. 

If the buyer should desire to refer very frequently to the filed invoices 
and it should not be convenient to come to the book-keeping department for 
the file numbers, he can easily be supplied with a small book index, which he 
can keep in his desk, and as new accounts are opened the names added to his 
index. 

In this method we have a close second to the voucher system of handling 
invoices, and does away with much of the labor required by the latter method. 
As mentioned heretofore, each invoice, or bunch of invoices paid at one time, 
bears the date of settlement and check number. 
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ANNUAI, FINANCIAL STATEMENT. 

RESOURCES. 

Debit. Credit. 

Accounts Receivable $242,463 90 

Notes Receivable 4,683 87 

Stocks and Bonds 10,000 00 

Cash in First Nat. Bank 26,369 40 

Cashier's Cash ; 242 06 

Furniture and Fixtures 6,000 00 

Accrued Interest on Notes Rec 262 00 

Merchandise Inventory 210,325 40 $500,346 63 

LIABILITIES. 
Accounts Payable 68063 

Present worth, Dec. 31, 1901 499,666 13, 

GAINS. 

Sales, net 644,714 46 

Purchases, net 642,624 20 

Freight added 36,52640 

679,150 60 
[Less Inventory 210,325 40 468,825 20 

175,889 26 
EXPENSES AND LOSS ITEMS. 

Rent 10,000 00 

Insurance 3,767 90 

Officers' Salaries 18,000 00 

Salaries of Office Employees 24,462 08 

Salesmen's Salaries 18,000 00 

Salesmen's Traveling Expenses 16,638 45 

General Expense 31,417 93 

City Delivery Expense 1,49465 

Profit and Loss (bad debts) 2,442 12 126,223 I3 

Net Gain, year ending Dec. 31, 1901 49,666 13 

TWENTIETH CENTURY GROCERY CO. 

Capital paid in 450,000 00 

Net Gain 49,666 13 

Present Worth 499,666 13 

DISPOSITION OF GAIN. 

Gain ; 49,666 13 

Dividend, 10 per cent 4S,ooo 00 

Surplus Fund 4,666 13 

$ 49,666 13 49,666 13 

Our credit memorandum "returns" are similar in form to our order 
blanks, but of different colored paper. All rebates, allowances for short- 
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ages, etc., shall not be credited to accounts in sales ledgers except they come 
from these slips, which shall be OK'd by the credit man or member of the 
firm. 

Traveling men are credited with their salary each month, and paid by 
check as they make requisition. A separate traveling expense account is 
kept with each traveler. They use the "common sense" weekly expense 
books, and the total expenses of each man for a month, as shown by these 
books, is credited to his traveling expense account, using as an explanation 
the dates of the weekly books. Traveling expense is debited, using as an 
explanation for each amount the name of traveler. 

Railroad shipping receipt books were the duplicate form, bound, and 
a separate book for each road, the name printed on top cover and back edge. 
The name of road and barrels, boxes, kegs, sacks, etc., printed in the form. 

Office and warehouse employes were paid once a week in currency, a 
check being drawn for amount of pay roll and the money put up in envelopes. 

The annual sales of a wholesale business may be $100,000, or perhaps, 
less — they might be 1,000,000 a year or more. A system of book-keeping- 
for the former would be somewhat different in its details from a system 
designed for a business of the latter proportions. The foregoing outline 
is suitable for a business employing about ten or fifteen salesmen, with 
annual sales amounting to from $500,000 to $750,000. 

GROSS PROFIT.— "A term generally used to signify' the difference 
between amount of sales and amount expended in placing the articles sold, 
in a salable condition, either by purchase, or purchase and manufacture." 

"Gross profit less expense and distribution leaves net profit." 

"Gross profit is the difference between the actual price at which goods: 
have been sold during a period, and the cost of either acquiring or purchasing 
such goods and getting them in a state or position where they are ready 
to be sold." 

That surplus which remains after all items which enter into cost of 
production or purchase or expense of placing on sale have been deducted 
from the amount realized from sales of the articles manufactured, purchased 
or placed on sale. 

GUARANTEE.— (Com. Law). — (n.) He to whom a guaranty is 
made. Also, (v. t.) to make oneself responsible for the obligation of 
another, in which case he is termed a (n.) guarantor. 

The guarantee is entitled to receive payment, in the first place, from the 
debtor, and secondly, from the guarantor. He must be careful not to give 
time, beyond that stipulated in the original agreement, to the debtor, without 
consent of the guarantor. The guarantee should, at the instance of the 
guarantor, bring an action against the principal for the recovery of the debt. 
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But the mere omission of the guarantee to sue the principal debtor will not, 
in general, discharge the' guarantor. 

GUARANTEED BOND; — An undertaking made by one party for the 
faithful performance by another party, of some service or trust, and to 
make good any loss or damage resulting in case of the failure of the said 
second party to faithfully discharge, said service or trust. 

Such bonds are frequently required in cases of cashiers, secretaries,, 
treasurers, etc., and are now usually furnished by insurance, corporations- 
organized to undertake such responsibilities or liabilities at certain specified 
rates or premiums. 

GUARANTEED STOCK.— Stock on which certain specified dividends- 
are guaranteed to be paid out of the first profits of a company in priority to 
the rights of aU other stockholders. (See "Cumulative Stock.") 

GUARANTY — (Com. Law) — Is a collatera,! undertaking to- pay the 
debt of another in case he does not, and, also, an undertaking to answer for 
another's liability, and is collateral to such liability; a promise to answer 
for the debt, default, or miscarriage of another. 

It is in the alternative and is distinguished from suretyship in being a. 
secondary, while suretyship is a primary, obligation. Guaranty is an engage- 
ment to pay on the debtor's insolvency, or the principal's failure to perform, 
if due diligence be used by the guarantee to obtain payment, or fa:ilure ta 
perform is not due to acts of the guarantee ; suretyship is an undertaking that 
a debt will be paid. 

A written guaranty which fails to show on its face the person to whom, 
the guaranty is made is void, and where the terms of the contract fails to 
express a guaranty, parol evidence of one is inadmissible. 

By the statute of frauds it is provided that "No action shall be brought 
whereby to charge the defendant upon any special promise to answer for 
the debt, default or miscarriage of another person, * * * unless the 
agreement upon which such action shall be brought, or some memorandum 
or note thereof, shall be in writing, signed by the party to be charged there- 
with, or by some person thereunto by him lawfully authorized." 

"Any special promise" in the act does not apply to promises implied, 
in law. 

Where one who owes a debt to another promises to pay his debt to a. 
creditor of such other party, the promise is not within the statute. 

While it has been held that no suit can be maintained upon a guaranty 
except by the person with whom it is made, still it has also been held that 
a guaranty of a note may be sued on by any person who advances money on 
it, but that it is not negotiable unless made upon the note, the payment of 
which it guarantees. And in the case of promissory notes a distinction' h.a& 
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■"been made between a guaranty of payment and a guaranty of collectability ; 
-the latter requiring that the holder shall diligently prosecute the principal 
■debtor with out avail, before recourse can be taken to the guaranty. 
GUESTS' LEDGER.— See "Hotel Accounting." 
HALF YEAR. — (Com. Law). — In the computation of time, a half 
jrear consists of one hundred and eighty-two days. 

HANDWRITING.— (Com, Law).— Anything written by a person. 
The manner in which a person writes, including the formation of the char- 
acters, the separation of the words, and other features distinguishing the 
written matter, as a mechanical result, from the writing of other persons. 
HANDS LEDGER. — ^A term sometimes used to describe an employes" 
ledger. (See Pay-roll.) 

HARDWARE BUSINESS ACCOUNTING.— The system of 

-accounting here described is intended for a wholesale hardware company 

carrying all lines of shelf goods, also a stock of yard goods and implements. 

Doing all their own cartage to and from yards and warehouses, they employ 

-considerable unskilled labor. 

The system is designed to give the management each month prompt 

-and accurate statements of the business done and expenses incurred, as well 

-as to show each month the actual position of the company as regards assets 

and liabilities, and the profit and loss on the sales of each department ; also 

to clearly indicate the cause of any sudden or abnormal change in the con- 

•dition of afifairs from time to time. 

For our present purpose we will assume the business is divided into the 
following seven departments. The first four we will call stock and the 
-others operating departments: 
A— Shelf Goods. 
B — Warehouse Goods. 
C— Yard Goods. 
D — Implements. 
F — Shipping and Receiving. 
G — Stable and Yards. 
H— Office. 
At the outset it may be well to note the difference between stores and 
-stock and between wages and salaries as the terms are hereafter used. Stores 
Tve assume to represent all material except stationery and fuel, intended for 
"the actual use of the company. Stock represents material and goods ready 
for sale and delivery. Transfers of one to the other are provided for by 
means of "working orders." The difference between wages and salaries 
As that the former represents payment to those whose services are valued by 



the day or hour, and who are required by time tickets or other means to 
report upon what work or class of work their time has been expended. 
Salary is the payment made for an employe's time in bulk and to a much 
greater extent than wages is supposed to insure his sympathy and interest, 
as well as his efforts, for the best interests of his employer. 

The time of all employes is recorded by themselves by means of a time 
register clock. The time clerk enters the time as shown by the clock each 
day in a time wages book for employes paid wages and in a time record book 
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for all others. It is his duty to see that all the time entered in the time 
wages book each day, and paid for twice a month, is accounted for by a time 
card showing to which of the various working orders the time is to be 
charged. He then extends the time for each order at the employe's rate 
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per hour and posts it to the working order cash sheets. Material used upon 
such orders is charged out to them by means of charge slips made out by those 
responsible for the various stores. These slips often being priced and 
extended, are also entered upon the cost sheet of the order upon which they 
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are issued, any surplus material being returned to stores and credited to the 
order upon which it was drawn by means of credit slips. These credits are 
entered on the cost sheets in red ink and deducted from the gross charges 
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v/hen the latter are totaled up at the end of each month. The time record 

book is merely- for the information of the officers of the company as to the 

regularity or otherwise of employes. 
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For, the purpose of keeping distinct the expenses of the various depart- 
ments orders are issued from time to time to the heads of each department 
specifying what shall be charged to such order and also the accotint to which 
the cost of such order shall ultimately be posted. These orders cover the 
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expenditure of wages and material only, all other charges for similar classes 
of expenses being distributed to the various accounts by means of transfer 
entries. These orders are called working orders, as distinguished from 
purchase and shipping orders, and though virtually issued by the manager, 
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the accountant, whot accounting they -shall bear. Though they have the 
same number all year, the cost sheets are closed out each month, the amounts 
thereon posted to debit of the correct account and credit of wages and stores 
and new sheets opened for the following month. The total debit to these 
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various amounts for wages should of course exactly balance the wages pay 
roll for that month, and the total stores charged out will, if correct entry of all 
charges has been made, showthe. exact amount of material used by the com- 
pany for a given time. 



TMe M,f>,co.CTo, staNdinq noanina poOca 



s. ~fo 't1^l* ondfcn oil I 










OUb^^ oV, AcKs-ourfn 


/^l=.<=.e>i_jrch 




To 


D^p-h 


.s$y. 


Acit 









As regards such special work as will not be continued from month to 
month, special orders.are issued and follow the same course, except that they 
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are returned to, the ofEce as soon as completed and the cost made up and 
put on record. . If the expense of a working order is chargeable to any one 
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department it bears as a prefix to the number the initial letter of that depart- 
ment. If it is a general expense covering more than one department the 
number bears the prehx "M." 



Stores and stock are purchased by the chief stock-keeper. All pur- 
chase orders, however, with the exception of those calling for goods required 
for immediate shipment to a customer must be initialed by the manager 
before being sent out. Orders for repairs or work to be done by outsiders 
are subject to the same rule. The stock-keeper is largely guided in his 
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purchases by information given him by the salesmen of the stock depart- 
ments, who are expected to promptly notify him of any lines they might think 
it advisable to order. He also keeps a close watch upon stock ledgers of 
the various departments. 

In the event of the order clerk requiring the purchase of goods for a 
customer's order, he draws a requisition upon the stock-keeper for what he 
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requires. The head of each operating department needing supplies also 
requisitions for what is required. By this means all the buying is done by 
one man (subject to the approval of the manager), which in actual practice 
is invariably found to be the bst plan. These requisitions for purchases are 
bound in books of loo each, numbered in duplicate and the first sheet of each 
number perforated for removal. The party requiring goods thus has a 



foaM 
^SK.'p 


lO 

■fe. 




TOAVEUEas, oaoeR 




oaTfe. 


A/.0 


\/ls: 


-. 






T^r^rrt'^ 


an.rnrfredH- 


NIo 


Ar.t7'=.l=^ 


Ocion'ff+y 


Ppicc 


RerT\a 


r>J^* 






/ 







copy of what he has requisitioned for and thus avoids the freauent error of 
asking for the same goods twice. 

Immediately upon the receipt of goods the invoice is checked and handed 
to office to pass to credit of supplies. If they were purchased specially 
for a customer's order they are sent to the shipping room and the order 
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clerk advised of their receipt. If they were for a working order they are- 
deUvered to the party having charge of the work called for by such order 
and charged out by means of a charge slip as described above. 

The travelers are provided with triplicate order books, one copy being- 
left with the customer, one remaining in the traveler's book, and the originaL 
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being forwarded to the house. On receipt of either a traveler's or letter- 
order from a customer, or of an order by telephone or wire, it is entered, 
in the order register and given the first blank number. The order clerk 
then makes out out department shipping orders (in the case of all orders- 
except travelers' he previously enters them upon forms similar to travelers' 
orders), and sends the main orders to the -shipping clerk. The department, 
.".hipping orders, which bear the same number as the main order from which. 
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they were drawn (and also the letter of the department) are sent to the- 
various salesmen in each department. The goods are laid out for shipment 
and in the case of small goods are sent to the shipping room. As regards- 
heavy goods, the weights and quantities are filled in, a check mark put in the 
column opposite each line that is ready for shipment, and the department 
orders then sent to the shipper. As soon as he has the various goods shipped, 
he puts a plain cross mark on the check mark, which now shows that the 
different lines are actually in carriers' hands. Before shipping the depart- 
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•merit orders are compared with the main order of the same number. They 
are then all handed to the invoice clerk. The main orders are filed away and 
the day book entry made from the department orders. These orders having 
"been priced and extended, the invoice is made out and customer billed by 
means of a loose-leaf system. By thts system the invoice and day book are 
written at the same time, by means of chemical paper. The invoice is then 
■detached; leaving the duplicate, which is virtually a page of the day book, 
jeady to file upon a binder for which it is already perforated. On the fact of it 
it appears as though only one entry could be made on a page of the day book, 
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This is overcome by having various sized invoices and so arranged that 
either one, two, three or four invoices will be on a page. This system, 
besides the saving of time for the einvoice clerk, has the added advantage of 
■enabling the ledger-keeper to keep his books posted right up to date. The 
invoice clerk using only the pages of the day book containing that day's entries 
there is no delay when other employes require the day book. The cost 
■coluhm having been filled in in the department orders, they are filed away 
•on binders. The amounts on each order or of each entry in the day book 
are not added, but at the end of the nionth they are taken ofif on tptal sheets. 
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The total sheets for the day book will show the total amount charged to cus- 
tomers during that month, divided into city and country amounts. The 
total sheets of the order, binder will show the, same grand total, but this 
sum will be divided among and show the amount of , the sales from the 
various departments. This will be seen to be a check not only upon the 
additions in the day book, but will also. go far to prevent the chance of any 
shipment being made and not duly billed to the customer. In addition to 
this. the total sheets of the order binder show the cost of each sale in eac,b 



672 



department. The information to be had from these two books, taken in 
conjunction with the.experlse accounts of each department, enables the 
management from month to month to make accurate comparisons not only 
of the expenses, sales and profits of each department, but what in manj' cases 
may be found even more valuable to compare the percentage such expenses, 
sales and profits bear to one another, as well as to those of other deparments. 

Credits to customers are made only upon the authority of a credit for 
returns signed by the stock-keeper, or a credit man's signed by the secretary- 
treasurer. These forms are treated by the invoice clerk exactly as the 
department shipping orders and filed in a similar binder called "credit binder." 
The credit book is on exactly the same principle as the day book, already 
described. 

The cash book is ruled to keep distinct cash received or paid out for 

accounts in the various ledgers. The amounts in the three columns bearing 

the names of the ledgers are posted in detail to such ledgers and at the close 

of the month the totals of the other two columns are posted to the accounts 

bearing the names of the other ledgers. 
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Supplies accounts are credited by means of a voucher which is entered 
in a purchase book. To this voucher are attached the various invoices which 
it is desired to pass to the credit of supplies account. The face of the voucher 
only shows the total amount to credit and the debit to the various main 
accounts, to each of which a column in the purchase book is allotted. 
The ledgers used are: 

Ledger A — Accounts Collectable. 
Ledger B — Accounts Payable. 
Ledger C — General. 
The two former are ordinary loose-leaf ledgers of any of the modern 
pattern. The names of ledgers A and B are sufficient indication of the 
class of accounts they contain. In addition to such accounts, they carry 
each two adjustment accounts, bearing respectively the names of the other 
two ledgers. This renders them, as far as commercial and book-keeping 
use is concerned, each independent and capable of proof by balance without 
reference to the other ledgers. 

The general ledger is a locked ledger in which all the internal or work- 
ing accounts of the company are kept, and also two accounts callec" respec- 
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lively accounts collectable and accounts payable. Ledgers A and B are as 
a matter of fact only details of the accounts of similar name in the general 
ledger, and as their names denote, are used exclusively for the accounts of 
the debtors and creditors of the company. It is of course with the general 
ledger that we have now to deal. 

The general ledger accounts are divided into groups, a number of blank 
pages being left between each group on which to open new accounts which 
may be decided upon from time to time. The accompanying "list of 
accounts" is in the nature of a suggestion only, as the actual accounts required 
for any one business must be decided by those best acquainted with the cir- 
cumstances. They cannot be based upon a list which has given proof 
of efficiency and good judgment under what appear to be similar circum- 
stances and surroundings. If there were many departments it would be 
well to have the accounts in the general ledger opened only under the heading 
of each group, a class of account, and by means of a subsidiary ledger divide 
such main account into as many sub-accounts as might be found desirable. 
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At the close of each month the accountant is supplied with a transfer 
entry crediting wages and material accounts with the expenditure, upon 
working orders and charging the account named upon such working order. 
Where two or more working orders are chargeable to the same account the 
costs are grouped together and charged out by the one transfer entry. The 
amount credited to wages should of course wipe out the amount paid out 
for wages by the secretary-treasurer during the month. By a similar trans- 
fer entry salary account is wiped out and distributed among the various 
expense accounts in the proportion decided upon by the management. No 
amounts being posted to the general ledger except from the cash book and 
transfer entry book, it is necessary to make each month transfer entries for 
all transactions affecting the internal accounts of the company. These 
transfer entries are then entered in the transfer entry book and posted to the 
credit of the various accounts and the total of each tolumn posted to the 
debit of the account whose name it bears. The total of accounts collectable 
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and payable in the cash book having been posted to these accounts, it will 
now be seen that a trial balance sheet of the general ledger is in itself a very 
complete statement of the affairs of the company. If from this trial balance 
a statement is taken off each month showing the total debts and credits to each 
account for the month and the excess of one over the other, a very valuable 
subject for thought and study on the part of the management is presented. 
The sales account being charged with the costs and credited with the selling 
value of stock sold will of course show not only the amount of sales but the 
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profit made thereon at any given time. The stock returns account will of 
course show a loss of the difference between the amount credited to cus- 
tomers for goods returned and the. actual value to the company of same. A 
careful watch upon the accounts collectable and bills receivable and accounts 
payable and bills payable will sometimes give somewhat startling informa- 
tion. It is of little use having an efficient operating and selling organization 
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building up a big business and selling at a fair profit if the financial organiza- 
tion fail to make the best of the favorable conditions created for them. It 
is quite possible to be making good profits and have nothing to show for them 
except perhaps a larger stock and increased book debts, neither of which, 
prehaps, will be found growing more valuable as time passes. 

At the close of the fiscal year a physical inventory of stores and stock 
is taken and compared with the book records of these accounts. Of course 
there will be a difference, but it should only be a slight one and an adjusting 
entry should be made. Buildings and equipment should be charged with 
the rate of depreciation agreed upon and which, of course, has to be decided 
after a full study of the particular conditions under which the company, 
operate. All expense accounts closed out and a balance sheet taken off in 
the usual way. The accounts having been treated as above described, to all 
intents and purposes the annual closing of the books is but very little different 
from the work done each month. Though the accounts are not actually 
closed out, yet the statements furnished the management each month amount 
to about the same thing — and the same inforrftation is obtainable from them 
as from an actual balance sheet. 

In its essential features this system is neither a theory nor an experi- 
ment. On the face of it it may appear somewhat complicated ; in reality, it 
is simplicity itself. I have, of course, omitted a description of some of the 
details, but I would like to say that by means of card and loose-leaf systems 
the information I have spoken of may be increased and added to, subdivided 
and elaborated to almost any desired extent. At the same time it is quite 
possible by an unwise or reckless use of these modern aids to office work to 
defeat the very purpose for which they were intended viz., the best result 
for the least time and labor. — K. Falconer. 

HAY MEASUREMENT.— The usual custom in measuring hay is as 
follows : 

One ton in windrows equals 25 cubic yards. When in mows, one ton 
will consist of 15 to 18 cubic yards. When loaded on wagons, one ton will 
consist of 20 to 25 cubic yards, a ton being 2,000 pounds or 2,240 pounds, 
according to local business custom. 

HIRE PURCHASES.— See "Installment Accounting." 

HOLDER. — (Com. Law). — The holder of a bill of exchange is the 
person who is legally in the possession of it, either by endorsement or delivery, 
or both, and entitled to receive payment either from the drawee or acceptor, 
and is considered as an assignee. One fwho indorses a promissory note for 
collection, as an agent, will be considered the holder for the purpose of trans- 
mitting notices. 

No one but the holder can maintain an action on a bill of exchange. 
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HOLIDAY. — (Com. Law). — A \day set apart for commemorating 
some important event in history ; a day of exemption from labor. 

In England they are either by act of legislation or by ancient usage, and 
are now regulated by the Bank Holiday Act of 1871. Fasts and thanks- 
giving days are also occasionally appointed by the crown. 

In the United States legal holidays are merely the creation of statute 
law, and the lack of uniformity in the statutes of the several States makes 
the term itself very difficult of exact definition. 

Legal holidays, as distinguished from the first day of the week, are 
those days which are set apart by statute, or by executive authority, for 
fasting and prayer, or those given over to religious observance and amuse- 
ments, or for political, moral or social duties or anniversaries, or merely for 
popular recreation and amusement under such penalties and prohibitions 
alone as are expressed in positive legislation. 

The earlier statutes in the United States had for their object, mainly, 
the regulation of commercial paper falling due on days which were by 
common consent observed as holidays. 

In most of the States it is the rule, and such is the general commercial 
usage, to allow only two days of grace, when the third would fall on a 
holiday, and to authorize demand of payment and protest on the day next pre- 
ceding it. 

The question as to when a note falling due on a legal holiday which 
happens to be Sunday, is legally payable, is to be determined as in the case 
of any other note, falling due on a Sunday which is not a legal holiday. This 
is so by general usage without special provision by statute, though in some 
States there is such provisions. 

The same custom of merchants which has indulged three days of grace 
after a note is due, if the last day of grace is not Sunday, allows but two 
where it is Sunday, to avoid giving four days of grace. 

Where a note is drawn without grace and it falls due on Sunday, 
demand of payment and protest cannot be made until the day following, as 
it would be requiring payment before due to protest it on the day before; 
and where a note is so drawn without grace and it falls due on a holiday 
which is on Sunday, and the holiday is observed on Monday, payment may 
be demanded and protest made on Tuesday. 

HORIZONTAL ADDITION.— Cross addition. The addition of 
footings across a page necessary in columnar books of account or statistical 
records in order to prove the totals. 

HORSES, DEPRECIATION OF.— Experience shows that no spe- 
cific rule can be applied, but that it is best to have property of this kind period- 
ically re-valued, the life of a horse in some businesses and under some con- 
ditions being much longer than in others. 
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HOSPITAL ACCOUNTING. — There seems to be almost as many 
ideas as to what the book "Register of Patients" should be as there are hospital 
superintendents. Some prefer a large, wide book with the record of one 
patient on a line running across the two pages as the book lies open. This 
book is heavy to handle and difficult to work on on account of size, and 
although the book is always large, usually the space given to any item is con- 
tracted. In some the facts recorded are few, which allows more space to 
each, but even in the best I have yet to see one that contains what to me 
seems advisable to copy from record slip, for the slips occasionaly get mislaid, 
sometimes lost, and in the course of a number of years are destroyed, while 
the book will be taken care of carefully as long as are any of the records of 
the hospital. 

Others have what they term a blotter, where they record the case in 
detail, and if an accident the accident is described quite fully. From this a 
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greater or less number of facts are posted, as it were, to a large book about 
the same as in the other method. 

Another plan still is that of allowing a page to a patient's record in a 
smaller book and writing the full record in, having room also for receipts 
for valuables, clothing, etc., at bottom of page. 

One of these three methods is almost universally adopted, but varied 
in each case as I have stated. To me it seems there are good points in them 
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all, and in the method I adopt I have tried to combine these and eliminate 
the bad or unnecessary ones. I have reduced the usual size of the book 
somewhat, and still would give as much or more space for each item recorded 
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and advise a more completed record than is usually kept. I would eliminate 
the "blotter" and recommend the making of the record from the admission 
slip directly in the register, thus avoiding the accumulation of books and 
also the recapitulation of the entries. ' The third plan I cannot indorse, as it 
accumulates books, and not only makes it liable, but probable, that the page 
many times would be soiled and always marred by the signature to receipt, 
etc. For this latter purpose I should advise a separate book. 
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What I would advise is a well-bound book about 19x15 inches, ruled 
as shown above, 300 pages, 50 lines to a page, and each line numbered at 
outside edge, commencing with No. i on first line of each page and running 
down the page to No. 50, each, page being numbered alike for convenience 
of reference ,to any portion of any page without following out the lines. 
The second and third sheets should be narrower by four and one-half inches, 
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so that the admission number and name of patient would be revealed on the 
left-hand page and the discharge- record on the right, thus giving room 
enough on the line of one number running across the six pages, but revealing 
portion of the record as above stated constantly on account of the two center 
sheets being narrower. I make the book as thin as this for convenience of 
handling and so the leaves will not become loosened by constant usage before 
it is filled and because I like the way this will divide up the admission num- 
bers, being one-half of five thousand. 
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It will be noted that the record follows the order of information recorded 
on the admission slip as far as possible. I, think the headings explain them- 
selves and need no comment with a few exceptions. The column "Manner" 
is for how the patient came to the hospital, if in an ambulance, carriage, 
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walked in, in arms, etc. etc. ; column "Reniarks" for anything thought wise 
to record about the patient — if an accident case, a short statement of that, etc. 
In "Pay or Free" column, if any, I should only note amount, which will 
show it is a pay case and amount as well. In the "Receipt Number" column 
the number of any receipt taken, in book mentioned above would be recorded. 

Explanatory. — The six forms shown consist of one names page, fol- 
lowed by two short cut leaves, making six pages to complete each numbered 
page. A- 1 is the names page in the illustration, and is followed by the 
short pages A-2, B-i, B-2 and C-i, while C-2 is the full-sized compliment 
of A-i, and completes the form. — J. R. Coddington. 

Some hospitals are favored by State Treasurers with what is called a 
"Revolving Fund," which is really a loan made by the State to the hospital 
to enable the latter to take advantage of cash discounts on purchases. At 
the end of each year this revolving fund has to be returned to the State. 
While this fund is in the hands of the hospital treasurer it should, of course, 
be treated as a loan liability. 

HOTEL ACCOUNTING.— The modern hotel, like the modern depart- 
ment store, has become a mammoth institution, turning over ij:s million 
dollars, or more, a year, and making very excellent profits thereon. The 
proprietors of these establishments are men of weight and influence in local 
afifairs, and excellent men of business, and yet in very many cases they allow 
their offices to run loose without any particular method, and thereby lay 
themselves open to systematic robtiery. 

There ar,e exceptions, however, to every rule, and we will endeavor to 
explain the accounting methods found in use in one representative and pros- 
perous hostelry. 

In this case the premises are leased. The furniture, silverware, fixtures 
and electric plant have all been purchased and installed, and appear on the 
General Ledger to the debit of their respective accounts. 

In addition to the hotel business proper (American plan) there are the 
following departments to be managed : 
Cafe. 

Billiard room. 
Bar. 

Cigar stand. 
News stand. 

A separate account is kept with each of these departments in order to 
show the cost of running same and the income derived. 

All provisions are received in a storeroom and are placed in charge of 
a store-keeper, who keeps a record showing quantities and amounts received. 
These provisions are delivered only on requisition and are charged when 
delivered to hotel, cafe, or bar (free lunches). The requisitions are entered 
in the store record book, which, therefore, always shows what stores are on 
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nand. The quatities on hand as appearing in the store record book are 
verified each month by a comparison with an inventory taken of the stores. 

The stock of beer, wines and spirits is treated in a similar manner, the 
goods received being in charge of a store-keeper, who keeps a careful record 
of receipts, and charges up all goods delivered on requisition to the different, 
departments. The billard room is served from the bar and the bar receives 
credit for all liquors there consumed. 

The cigar department is charged with all cigars purchased and receives, 
its stock direct without the intermediary of a storeroom. 

At both bar and cigar stand separate accounts are kept of cash receipts, 
and charges to guests. An inventory is taken once a month, so that the 
turnover is obtained, together with the exact profit made. 

A separate record is kept of receipts and expenditures of billard roomi 
and news stand. 

These records are tabulated in two books, a voucher recoid for pur- 
chases, and a cash book for receipts and expenses. Both of these books are 
provided with special columns for each department, so that at the close of 
each month only the totals of the columns have to be posted to the represen- 
tative accounts in the general ledger. 

In some hotels cash purchases and expenses are passed through the 
voucher record, but we never recommend this, as it involves an unnecessary- 
duplication of work. 

Inasmuch as inventory is taken monthly, the general expense (rent,, 
salaries of management , store-keepers, city taxes, insurance, etc.) is "spread"' 
over the six departments at the end of each month, so that a complete, com- 
parative monthly record is secured, showing, for instance, whether the cigar 
business is falling off, leading to an investigation as to whether the manage- 
ment is at fault. 

A separate account is also kept of the supplies which go to the kitchen' 
in order to ascertain the cost of feeding the help. 

The monthly coriiparative record exhibits each month,, not only per- 
centages of profits on cost increase or decrease of business, but average cost 
of feeding each guest. 

The monthly department statements are made up as follows : 
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The monthly comparative statement may be formulated thus : 

BAR. 
Debits. Credits. 

Inventory. Cash Sales. 

Purchases. Charge Sales. 

Wage (bartenders). Inventory. 

Percentage gen. exp. 
Profit. 

The store-keepers are reliable persons held under bond for the proper 
performance of their duties, and it is reasonable to suppose that the system 
m force is effective to prevent any robbery of stores, or any chance of collu- 
sion between the chefs and outside parties. 

The beer license is prorated between the barroom, hotel and cafe, one- 
twelfth of the amount is charged off each month, and the balance carried 
^s an asset until extinguished. 

The furniture of the hotel is supposed to be kept up to its normal con- 
dition, and the cost of repairs and replacements is therefore charged to 
■expense and set off against depreciation from wear and tear. 

There are numerous forms of guests' ledgers used in hotels, the prin- 
■cipal difficulty to surmount being the numerous transient accounts of only a 
few days' existence. It is a great waste of time to open accounts for such 
-guests, and a transient record as per illustration should answer every pur- 
pose. When the guest arrives he is handed a numbered ticket, and this 
.number is given whenever a meal is taken, or anything is charged, thus 
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•preventing strangers from obtaining meals for nothing' without detection. 
This number is entered in the first column of the transient record. If the 
'guest arrives in time for dinner the letter "D" is written in the column headed 
"Begun," and a similar record is made in the column headed "Left" when 
the guest departs. Extras include cigars, liquors, etc., and are footed and 
entered in the "Amount" column so as to obtain the total charges. It is 
nisual to allot four lines to these accounts, one line per week, and to transfer 
the balance if the account remains open at the end of the month. The totals 
-of the pages should be footed, and a recapitulation sheet will furnish total 
charges, total receipts, and total days. A separate column should be pro- 
vided in the cash book for the transient ledger so that the receipts posted can 
.be proved. The total charges (except extras) are credited to hotel account 
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at the end of each week. The extras must be classified and credited to the 
respective accounts to which they belong. 



The principal books consist of a registration book, ruled so as to show 
the date, name and address of each guest, temporary or permanent, room 
number taken, rate charge, whether with or without meals, and provision 
also for extra charges in a special charge column in which is entered items 
for storage, telegraph, telephone, special attendance, special meal privileges, 
and other special attendance, including a vast variety of possible items; 

(2) general cash book, in which the specialization of costs is carried to a great 
degree of minuteness in large hotels, there being at times as many as twenty 
columns for entry and distribution of the maintenance and special costs; 

(3) general ledger and often a private or summary ledger, in which are 
entered the results of each year's or half year's business ard the standing of 
the proprietors, in the same way as the private books of any corporation are 
kept; (4) the steward's book, for keeping track of supplies, the entries con- 
sisting of a general credit for the supplies themselves and a series of charges 
against the various departments as fast as any one of them draws upon the 
general fund. This book is not often concerned with the matron's depart- 
ment, although it does sometimes contain under separate captions a record 
of all linens, room supplies, bedding, towels, curtains, room fixtures, carpets, 
etc.; (5) the treasurer's book, in which that officer charges himself with all 
cash advanced him by the proprietors, the desk clerk, the steward, and any- 
one else who is authorized to turn over money on any account ; and credits 
himself for all advances, either on general or special account, that is, either 
for use in the operating account or to pay special bills, notes and interest, 
contractors' fees, lease and rental payments, etc. His advances should be 
regularly acknowledged on vouchers printed for that purpose, which he can 
hold with some hotel officer's signature as proof of his payments; (6) 
sundry auxiliary books, as the check, bill, invoice, inventory book, and so on. 

The general ledger shows accounts with the building and construction 
account, the improvement, renewal and repair account, summaries of the 
maintenance account posted in periodical footings from the general cash 
book, and perhaps one or more other sources, the profit and loss account, 
and the personal accounts receivable and payable. As a rule, there is no 
specialization of columns, as is so often provided in manufacturing accounts 
for deternjining at a glance almost the exact amount of accounts receivable 
and payable ; for the number of guests, even in the largest hotels with whom 
a special ledger account is kept, are few ; and in cases where entire families 
engage a suite of rooms for the year, etc., a small auxiliary ledger is some- 
times kept with them, and as fast as payments are received on monthly or 
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quarterly account, the proper accounts receive credit through the cash book 
therefor; that is to say, room rent or account, and the dining-room service; 
and any receipts from such guests when they entertain themselves and pay 
at stipulated periods for their own and the accommodation of their visitors. 
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are passed to the credits above suggested. The date of registration, and the 
services of porters and baggagemen and other hotel servants fixes the time 
limits for determining the amount of charge against the extra guests easily 
enough. 

The weekly checking-up between the general book-keeper, the registra- 
tion clerk and the treasurer afifords ample protection and safety to the account 
system if systematically done, as one set of entries is practically a check 
upon the others, and mutually confirmatory. Sometimes it is necessary to 
keep a special contract book in which to file duplicates of the hotel contracts 
for furnishing supplies for a series of years, for labor, such as painting, 
carpeting, papering, and so on ; also contracts for fuel and lights, for trans- 
portation of guests and baggage, where the establishment does not own the 
entire transportation system necessary for the conveyance of its guests and 
their equipment. This book when kept requires some careful examination 
in order to determine the hotel liabilities in this regard when formulating 
annual statements. 

The bar receives supplies both from the steward or bursar, from the 
dining-room service and directly from the prbprietor in such cases as where, 
for instance, the proprietor owns a dairy farm or other large source of 
supplies, like orchards', vineyards, breweries, etd;, and furnishes supplies on 
his own account, so that this barroom departmetit has to be carefully looked 
out for in auditing the hotel accounts; and furthermore, whenever a cigar 
and news stand is kept in connection with the hotel, the supplies received by 
that from the steward or other source' should be always carefully examined 
in order to keep correctly represented in the statements the give-and-take 
relations maintained between these different departments of the hotel system. 

So that in the reporting forms, whatever they may be, the credits to the 
different departments ought to be itemized to show the proper transfers of 
supplies just suggested, and further on illustrated herein; in regard to the 
bar, the billiard room, the news and cigar stands, all credits from those 
departments in the shape of money receipts ought to be nightly passed over to 
the general book-keeper, counted, checked up with his accounts with them. 
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and after the necessary proofs, turned over to the treasurer for deposit for 
record, etc. There is nothing in the hotel system whatever which can inter- 
fere with daily settling of balances similarly to the banking system, and thus 
prevent many errors, frauds and losses. 

In some hotels it is customary for the registration clerk to hand to the 
treasurer in his remittance of cash receipts, or to the general book-keeper, if 
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he turns over to him the receipts, a memorandum slip for each guest's pay- 
ment as above indicated, so as to show the itemized account of his payment 
and thus facilitate the crediting of the proper accounts with the sums paid 
for extras. 
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In auditing hotel accounts a great deal of error may occur in the not 
posting of these extra charges to their correct accounts, and their settle- 
ment may cause a good deal of corrective work and the filing of memorandum 
sheets showing the items and total amount of such corrections. This is 
particularly the case where the billard, pool, cigar, wine, newspaper, etc., 
rooms are in the habit of "not" receiving their income from certain stated 
sources and no other, and also of "not" acknowledging such receipts on some 
suitably prepared receipt form provided for that purpose. 

The keeping of the steward's book is an accounting feature that requires 
some care ; and one excellent method is to insert in the book ( which is the 
hotel inventory book at the same time), each invoice as it comes in (some- 
times one bill from say a wholesale grocery or meat or other supply house 
footing up over a thousand dollars), on the left-hand page, inside the 
columns ruled on the right-hand side of that left page, in which to insert 
the footing of all the invoices, so that if, for illustration, there appear four 
entries in the ruled columns, it means that four separate supply bills are 
pcsted on that page; their footing is made at the bottom and the amount 
total carried to the top of the next page, where the same process is repeated. 
If supplies are furnished by the proprietor also a separate invoice must 
appear for that and his private account credited therefor, or the company 
farm or whatever else the source of supply may be. 

The right-hand page is reserved for the credits to the supply account, 
and a division of the charges against the dining-room service, the bar 
service, banquet account, special table service account and so on. It is 
difficult to keep this book in such a way as to show at a glance the amount 
of each class of supplies on hand, and the steward as a rule is expected each 
morning to familiarize himself with the status of the storerooms so as to be 
able to communicate to the manager or proprietor a report of what is needed 
for the purchases of that day "in advance" of the exhaustion of the par- 
ticular class of goods required. Where supplies are furnished on contracts 
like milk, fruits, wines and perhaps meats, etc., the wording of the contracts 
should be as thoroughly known to the steward as to the general book-keeper 
and the proprietor himself. Again, it requires great care in charging up 
the dining-room service and other items with supplies, to see that each article 
furnished is charged at the exact cost thereof as listed in the invoice from 
which it is taken ; and where in a second invoice from the same seller the prices 
of some of the articles are changed owing to the exigencies of the supply trade 
at the time of the order, such corresponding change must be made in 
scheduling the charges against the hotel departments named above as will 
bring them into harmonious relations with the supply account and cause 
their standing in regard thereto not to be misrepresented. This is another 
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[jomt where the auditing work is likely to meet with a good deal of con- 
fusion and error, the incorrect debiting of the distribution charges against 
the hotel departments on account of incorrect charging of the costs of the- 
single items furnished to them at different times from varying priced, 
invoices. 

An auditor would have to look carefully at the start to see whether it 
had been the custom on receipt of supply bills to charge them in to the steward'. 
or some similar representative account, and then credit that account and. 
charge the dining-room receipts, the bar, the cigar and confectionary stands, 
etc., with such supplies as were furnished them upon properly drawn and. 
filled out requisition blanks, or whether sundry items of the original bill 
were charged at once to the various departments named, and at the proper- 
cost figures, as shown by the supply voucher. Another important feature- 
in this connection is to note whether in cases where the hotel owns a farm 
or dairy, or other source of supply, it has furnished any of its own revenue- 
arising from these sources to the supply companies in part payment for what 
lines they sent in to the hotel, by way of a partial exchange of commodities. 

It is believed that the following forms will best present the detail work: 
associated with large hotel accounts, and the forms are given on another page. 

We will now proceed to illustrate one of the leading forms of balance- 
sheet for hotel corporations, and the classification methods will doubtless be- 
plain without any special comment. 

ASSETS. LIABILITIES. 

Building and Imp't By proprietors' ac'ts $ 28,170 co- 
Account $ 85,400 00 By accounts payable 13,880 oo- 

Less Mortgage . .$S,ooo 00 By profits net f'rd. . 29,088 o» 

Less Liens 200 00 By sinking fund 

Less Inst 10 00 5,210 00 taken from profits 5,000 OO' 

By profits current — 

$ 80,190 00 Dining Room. $30,124 60 

Furn. and Fixtures. 6,57500 Rentals 11,20000 

Inventories — Sundries 100 00 

Supplies — D room. .$4,200 00 

Bar 63500 $41,42400 

Cigars . . . 352 00 Less operation. 

News, etc. 14 00 current term... 13,085 00 28,339 ocr 

Laundry . 1,456 00 

Linen .... 1,275 00 

' — 7,832 00 

Cash 1,800 00 

Notes & Acc'ts, Re- 
ceivable 8,080 00 

$104,477 00 $104,477 oc 
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Operation consists of the following items : 

Labor $ 42000 

Salaries 5.55° 00 

Fuel and Light 1,910 00 

Telegraph 6ss 00 

Telephone 150 00 

Renewals 600 00 

Advertising 675 00 

Traveling So 00 

Legal 400 00 

Livery 1,600 00 

Depreciation 1.07S 00 

$13,085 00 

It will be noted that the supplies among the assets in this form do not 
■mention the farm or the dairy as a hotel company asset, and if such assets 
are owned by the company, they should be represented under this supply 
caption. Where the hotel is carrying large loans, the creditors on interest 
-account ought to appear distinctly from the other accounts payable, and the 
-amounts due appear among the items of current operation ; and besides this, 
if the item is capable of separation into interest accrued during terms previous 
to the one being reported on, and also during the current term, that distinc- 
tion should appear in the balance sheet, by the proper distinctive words and 
•descriptive terms, as "Interest Acct. for'd," and "Interest Acct. Current." 

Regarding the rulings of the steward's book, that differs so widely that 
no form of marked uniformity prevails; but if to him is left the duty of 
-preparing the inventory account, for the food and other supplies, and bring- 
ing forward the annual balances, including the linen department, an excellent 
-device therefor would be as follows. It might be added that the managing 
-clerk often has this form of reporting book in charge, and secures his infor- 
-mation from the smaller books kept by each of the respective departments 
"herein presented. In that case the amounts brought into the general state- 
ment should really be verified by the signature and attest, in some distinctive 
Jorm, of the clerk or officer having such department in charge. 

The order of the columns is given and the way that a part of them 
-are to be filled out is then illustrated. Order : Name of department, dining- 
room supplies, bar, cigar and news stand, linen room, laundry. This is the 
■order of the perpendicular arrangement in the left-hand column; for the 
-parallel sections we have: (i) Inventory, last report; (2) purchases, cur- 
rent; (3) current consumption; (4) advances (from one department to 
another), as from the bar to the dining-room, cigar stand, or from the dining- 
3-oom to the bar, etc.; (5) memorandum column; (6) column in which to 
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FORM OF ANNUAL BALANCE SHEET. 








ASSETS. 


LIABILITIES. 






Real Estate 


$20,000 00 


By proprietors' ac- 
counts forward to 








Crandall Farm (build- 








ings, stock and im- 




current year 






$89,853 l.^ 


plements) 


6,025 00 


By loan account (Ma- 








Dairy Account (build- 




rine Bank) 






30,000 or 


ings, stock and im- 




By sinking fund No. 








plements) 


2,i6o 00 


I (buildings) 






25,000 00 


Livery Account In- 




By sinking fund No. 








ventory 


4,700 00 


2 (loan account) . . . 






8,000 00 


Supplies (from Steward's books): 


By accounts payable 








Current year pur- 




(forward) . . ., $3,902 


22 




chases 


38,862 OS 


By accounts current, 
including interest . . 








Forward from last 


23,204 


62 




fiscal year 


7,294 16 


By accounts payable, 









46,156 21 

Charged ofif against 
losses, etc 1,35468 



loan interest....... 66667 



Add supplies in tran- 
sit at time of this 
report •. . . . 

Building and Im- 
provement Account 
forward $ 69,164 55 

Current maintenance 
and ' addition costs 
shown by ledger. . . 7,888 40 



44.801 S3 



400 00 



By contractor's credit 

balances 

By paving assess- 
- ments due with in- 
terest add 

Undivided Profits... $ 40,827 10 
Profits current sched- 
ule attached 24,752 44 



27.773 51 
9.625 2S 

4.31S 00 
65,579 54 



$77,052 95 
Deduct for deprecia- 
tion 6% 4,623 17 



Office Inventory .... 

Furniture and Fix- 
tures forward $10,826 10 

Added current fiscal 
period 2,640 00 

Renewals current 
period 505 20 



72,429 78 
860 85 



$14,061 30 
Deduct 8%, wear and 
tear 1,124 90 





12,936 40 


Banks deposits as per 




passbooks written 




wp 


S,8o8 66 


Treasurer, amounts 




not deposited at 




time of report... . 


120 00 


Open accounts cur- 
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rent $19,628 75 

Add accrued interest. 359 04 

Interest Acc't No. 2. 266 42 

Insurance, buildings, 

livery, etc $58,000 00 

Furniture and fixtures 6,500 00 

Farm and Dairy Acc't 3,500 00 

Inventories: 

Advertising and 

Printing 300 00 

Fuel Account 60000 

Electric light con- 
tracts 750 00 



20,254 21 



68.000 00 



1,650 00 



$260,146 43 $260,146 43 
CURRENT PROFIT AND LOSS ACCOUNT. 

Dr. Cr. 

1. Labor $ 40000 Land values $ 1,000 CO 

2. Salaries ,9,85000 Dining room receipts 48,62205 

3. Transportation 925 65 Interest 702 00 

4. Printing and advertising. .. 2,05800 Rentals 27,21944 

.5. Legal .account 50000 Sales material 6735 

6. Insurance expired, per ex- Income from laundry (outside 

hibit 2,45000 work) 15865 

7. Livery 400 00 By amount charged against assets 1,384 68 

8. Supplies 1,384 00 By amount carried against assets 

9. Building, depreciation acc't. 4,623 17 contra 4,623 17. 

10. - Office 10840 By charge against assets contra. 1,12490 

11. Fixtures, etc 1,12490 By charge contra 595 20 

12. Fuel and lifjht 3,10000 

13. Taxes 1,75000 

14. Renewals 595 20 

15. Lest accounts 1,075 00 

16. Interest, contract 600 00 

17. Supplies used 29,800 00 

Net profits forward 24,752 44 



$85,497 44 $85,497 44 

insert depreciation allowances, losses, waste, etc.; (7) column for incor- 
porating the figures of the final inventory. 

The footing for the depreciation, waste, etc., column will be $1,354.68, 
according to the balance sheet ; and the amount of the profits, $27,752.44, 
including land enhancement, profits from sales of rnaterials, and income 
from laundry work; and if to the sum of these amounts the profits of opera- 
tion from dining-room supplies, bar, cigar and news stands, is added, tht 
correct footing should be obtained, as given. The inventory final column 
will foot up $15,001,53 ; that is to say, $44,801.53 (the amount in the assets 
column), minus the $29,800 consumption item in the profit and loss account, 
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which represents the consumption for all the departments named in the 
steward's book just given. 

The dining-room and other accounts formula will be as follows : 
DINING ROOM ACCOUNT. 

To inventory $ 3,100 03 

To purchases 34,SOo 65 

$37,600 68 

By consumption $24,928 35 

By bar net charges 739 00 

By lost accounts 798 30 

By charities 206 38 

By inventory 10,928 65 

$37,600 68 
BAR ACCOUNT. 

To inventory $ 1,875 05 

To purchases 2,070 00 

To dining 'room 750 00 

% 4,69s OS 

By consumption $ 3,480 70 

By advanced amount 11 00 

By inventory • 1,203 35 

$ 4,695 05 
CIGAR AND NEWS STAND. 

To inventory $ 65058 

To purchases 79844 

$ 1,449 02 

By amount consumed $ 1,072 45 

To inventory 376 57 

$ 1,449 02 
The way in which the final net profits are obtained will not naturally be 
looked for in the steward's but in the general book-keeper's, or perhaps 
in the treasurer's books, if he keeps also the general records ; it depends on 
how the duties are alloted. But the records should be so kept that it can be 
easily seen without much trouble what the percise earnings on the dining- 
room separately, and the bar and cigar stand separately, have been. 

The formula for the dining-room would read something like the follow- 
ing: Salaries, supplies, and special costs, taken from dining-room receipts 
(which are separable into regular income, special banquet income, and so 
on) ; and when the accounts of the bar, cigar or news, laundry, linen, livery 
and other departments have been made up on a similar basis, the sum of the 
profits accruing, plus the $1,000.00 on land, $67.35 sales material, and the 
outside laundry revenue, should make up- the aggregate net amount of 
$24,752.44 
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In many cases the salaries or wages accounts are separated in the trial 
balances so that the amount that is a charge against each department, can be 
seen at a glance, and the sum carried forward under a single footing among 
the debit balances. 

It must be remembered that this of itself is not a sufficient guide in 
getting at the standing of the departments, because there may be many other 
divisions of the current operating expenses, such as telephone, telegrapli, 
labor, insurance, etc., which should be charged against the various depart- 
ments, and the subdivisions thus arising are better represented in the depart- 
ment books of account and carried afterwards into the general books rather 
than to have them appear in the trial balance itself. — P. H. Grover. 

The following is an unusual form of tabular ledger used with great 
advantage in some hotels, in which the names of accounts and numbers of 
rooms occupied by tenants constitute the headings of the vertical columns, 
while the horizontal lines are used to record the particulars of the various 
charges to tenants. In this form one numbered page is allotted to each day, 
the niimbered page including as many short leaves as may be necessary to 
take care of the number of rooms in the house. The horizontal lines for 
the names of the supplies, etc., are printed to avoid the trouble of writing, 
such as room rent, breakfasts, dinners, suppers, extra meals, liquors, cigars, 
newspapers, postage, stationery, laundry, carriage hire, etc. Underneath 
these a dividing line is drawn separating the debits from the credits, such as 
cash receipts, allowances, contra accounts, etc. The total of the credits is 
subtracted, from the total of the debits, the net total being entered in the total 
column at the foot of the page. There are total columns also at the end of 
the horizontal lines so that the cross footing of each column gives the total 
of each kind of debit or credit to the tenants, and these columns being carried 
forward from day to day, the totals at the end of the month are posted to the 
representative accounts in the General Ledger. This one form, therefore, 
records the accounting history of' each tenant of the hotel, and also furnishes 
the General Ledger totals of the nominal accounts. 

For statistical purposes this arrangement appears to be an extremely 
good one, as the totals of each nominal account, so far as regards consump- 
tion, are ready at any moment for incorporation in a trading account for 
comparative purposes. 

HYPOTHECATED SECURITIES.— Assets pledged or mortgaged 
as security for money advanced. (Sfee Collateral.) It is quite usual to 
carry the amounts received on account of such loans in a Collateral Account, 
the amount of such Collateral Account being deducted on the balance sheet 
from the values of the assets deposited as collateral. Mortgages are usually 
treated as liabilities. 



692 



ICE COMPANY ACCOUNTING.— One difficulty encountered in 
keeping the books of a business of this kind is the large number of accounts 
to be handled, which, for the sake of convenience, are usually kept in terri- 
torial order, i. e., all the Michigan avenue accounts are kept together in rota- 
tion of numbers of houses. Thus, one account will be headed 1426 Michigan 
avenue, and underneath the name of the tenant. The next account will be 
headed 1428 Michigan avenue, etc. Owing to the large number 
of accounts in businesses of this kind, a new ledger usually has to be opened 
every year, involving a large expenditure of time and labor. Also, if Mr, 
F. W. Jones, of 4129 Buckingham avenue, owed a balance of $5 and removed 
ro 2640 Michigan avenue, it is necessary to transfer the account, or great 
confusion will ensue. Some ice ^companies, therefore, have adopted the card 
ledger system, and ha,ve found that it is much easier to keep cards in terri- 
torial order than ledger pages, index cards being provided for each street 
or avenue. When a card is filled up, all that has to be done is to add a new 
one. In a bound ledger, if the space provided for an account is full, the 
account has to be transferred to another page, and if the space allotted to- 
Michigan avenue is insufficient, part of that avenue has to be provided for 
in another part of the ledger. If F. W. Jones removes from 4129 Bucking- 
ham avenue to 2640 Michigan avenue, his card will also be removed, marked 
with the corrected address, and placed in proper numerical order with the 
Michigan avenue cards. Cards can be so ruled as to provide for fifty-twc 
charges and credits on one side, and fifty-two on the other, and when the 
card is filled out, it is removed to a transfer file and a new card substituted. 
By this method the accounts with each customer can always be kept together, 
and will not be distributed through several ledgers. 

It is scarcely necessary to say in this connection that the original entries 
are made on the cards, the totals only being passed through the journal once a 
week, or once a month, as the case may be, the debit being Ice Ledger 
Account and the credit Ice Sales Account, or \yhatever representative account 
may be, carried. 

By the card ledger system accounts with customers can be divided 
into as many sections as desired, each section being proved separately. This 
is a very great convenience in cases where the volume of accounts is very 
large. The method of proving ledger sections is explained elsewhere. 
Separate columns have to be provid.ed in the cash book and journal for each 
ledger section, and separate accounts with each ledger section being carried 
in the general or private ledger. The trial balance of the entire business 
can then be obtained in a few minutes at any time from the representative 
and nominal accounts, , and the accuracy of the balance of each Ice Ledger 
account can be determined as found convenient by footing the balances of 
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each section and comparing the total with the balance shown on the repre-i 
sentative account in the general ledger. 

The following is a system in use by one large company. It will be 
noticed that the family record is a combined record and ledger on the tabular 
system, columns being provided for each month of the year. 

In arranging a set of books for an ice company it is well to remember 
the fact that ice melts whenever exposed to a temperature higher than 
freezing point, and as the percentage of waste varies with the temperature, 
it is almost impossible to calculate in advance how much waste may be 
expected. This fact leaves a loophole for dishonesty, and makes it advisable 
for an ice company to keep two sets of books, one for values and the other 
for tonnage. By judiciously subdividing the latter, it can be determined 
how much of the waste or shrinkage arises at the ice house, how much from 
the delivery wagons, etc., and by comparison with previous weeks or 
months the company can tell whether the shrinkage at any point appears to 
be above the average, and can proceed to check any undue waste. 

A company has been formed to supply ice to a large city. They have 
secured water rights on a lake twenty miles from the city, have built and 
fully equipped an ice house on its banks, and have connected it by a switch 
-with an adjacent railroad which runs into the city. They have also opened 
in the city a station or "platform," somewhere on the line of the railroad, 
lor receiving and distributing the ice, and a general office in the business 
center. 

We are now ready to sit down and wait until the potent forces of nature 
transform our water rights into an ice crop. The ice being in due time thick 
enough to cut, we set our gang of men at work cutting and storing it in the 
ice .house. This process goes on until either the ice gives out or the capacity 
of the house does. 

We now proceed to ascertain the cost of our ice supply. This consists 
mainly of wages paid for cutting and storing, and incidental expenses in 
connection. We have charged these up from time to time from our cash 
book to the "ice crop" account in our general ledger. To this account we 
now charge or transfer the annual value of the water rights, and a certain 
amount for rental of the ice house, together with a percentage for wear and 
tear of tools and machinery. We now have the total cost. 

The next thing to be done is to find out the weight of our ice crop. 
The ice having been cut in rectangular cakes, there is but little space lost in 
packing, and the inside of the house looks almost like a solid block of ice. 
This enables us to find the cubic measurement of the ice by multiplying 
the inside dimensions of the house, having first deducted from the height 
for the unfilled space, if any, at the top. As 45 cubic feet of ice weighs one 
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ton, which allows for the space between the cakes, a simple calculation will 
give us the weight of our crop. 

We now open our tonnage books with an entry in the tonnage journal, 
charging "ice house" and crediting "ice cut" with the weight we have 
just ascertained. It will be advisable to make this entfy in pounds instead 
of tons, as all the subsequent transactions will be in pounds. 

We next come to the distribution. To those of our customers who buy 
in carloads, we ship by rail direct from the ice house, and for our city trade 
we ship daily to our city "platform," as many carloads as may be needed 
for delivery by our wagons. These shipments are reported to the general 
office on the ice house manifest (Fig. i), by the ice house manager. The 
manifests are made in duplicate with a carbon leaf, the carbon copy being 
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filed at the ice house, and the original mailed to the general office. The 
manifests are numbered consecutively, and one is mailed every night whether 
any shipments have been made or not. When received at the office, they 
are filed into binders and posting is made from them direct, as follows : 

To the Tonnage Ledger: 

Total of Weight Column, credited to "Ice House'' account. 

Total of Platform Column, charged to "Platform" account. 

Total of Customers' Column, charged to "Ice House Customers' " account, 
To the Financial or General Ledger: 

Total of Charge Column, charged to "Ice House Customers" account. 

Total of Charge Column, credited to "Ice Bouse' Sales" account. 
To the Ice House Customers' Ledger: 

The items in Charge Column are to be charged to the respective consignees. Cash 
sales are charged to the ice house manager, who settles periodically with the 
general office. 

We will now direct our attention to the city "platform," from which 
we supply our city customers. To most of these we deliver from our own 
wagons, and others bring their own rigs. The platform is provided with 
wagon scales to weigh the ice, and as soon as our drivers or "peddlers" have 
loaded up for their rounds, they are required to drive on to the scales. 
These haye two graduated bars, and we set the lower one at the weight of 
the wagon, and the upper one gives us the weight of the load. This is 
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entered by the weighmaster on the "platform report" (Fig. 2). This 
process is repeated when the peddler returns, in order to know how much 
ice, if any, he has brought back. Like the ice house manifests, the platform 
reports are numbered consecutively, and one is turned into" the general office 
every day. This form requires very little explanation, but we will call 
attention to the columns in which the weight of ice as shipped from the ice 
house, and as received at the platform, are recorded. The latter figures 
are obtained from the railroad freight bills, as most railroads weigh ice 
cars at destination, while the former are furnished by the ice house manifests. 
The treatment of these reports at the general office will be described lower 
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down. We would also say that the shrinkages shown in Fig. 2 are merely 
introduced as illustrations, and may possibly differ in amount from the 
experience of the others. 

We now come to the important question of customers' accounts. An 
ice company has three classes of customers : 

1. Families and any others who take a stated quantity of ice daily or 
every alternate day. 

2. Butchers, saloonkeepers, dairies, etc., who buy in uncertain quan- 
tities, at irregular intervals. We call these "wholesale" customers. 

3. Carload customers. 

Each class has a separate ledger. The first class is by far the most 
numerous. The family ledger is operated on the horizontal plan (see Fig. 
3), the balance being carried forward at the end of each month, and every 
alternate page being made with an inset, so as to accommodate twelve months' 
transactions. A new ledger is started at the beginning of each fiscal year, 
the old ledger closing itself, as the balances are paid, or written off to profit 
and loss by journal entry. 

We see by Fig. 3 that Mr. E. Johnson commenced on January i to 
take a quantity of ice represented by the letter "A." This stands for twenty 
pounds to be delivered daily, the single letter representing a daily amount, 
and the double letter a corresponding amount to be delivered on alternate 
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days. It will be seen then, that as a customer always receives the same 
weight, it is only necessary to record the date of commencement, as this 
remains in force until cancelled by a date in the "stop" column. We: 
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observe" that Mr. E. Johnson took quantity "A" for two weeks and thea 
changed to quantity "B." 

At the last of the month the book-keeper goes through the ledger and 
charges up as showii in Fig. 3, bringing forward any previous unsettled 
balances in the same ledger in red ink. He now ascertains the total sales. 
for the month by footing up the Dr. columns on the various pages of the 
ledger, &fter deducting the red ink debit balances. He posts this result in. 
the general ledger, charging "family ledger" account and crediting "family- 
sales" account. 

We have seen that the recording of the dates of commencement and. 
stoppage are the most important points in keeping a family ledger, and these 
results are attained as follows : 

When an order is taken, a blank (Fig. 4) is filled up in duplicate, the 
carbon copy for the ofHce and the original for the peddler; good, strong 
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paper being used. Each peddler has a Shannon file, on which these forms- 
are filed in the order of delivery, new orders being added daily. The office 
files are exact duplicates in every respect of the peddlers' files. The letter 
indicating the quantity and frequency is marked conspicuously in the upper 
tight-hand corner. 

The orders to discontinue are recorded in duplicate on another blank 
form, the carbon copy remaining in the office and the original sent dowr^ 
to the platform. The weighmaster removes the cancelled orde: from the- 
peddlers' file, attaches it to the cancellation form, and returns both to the- 
office. The duplicate of the cancelled order is removed from the office file 
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land with the duplicate cancellation form is attached to the two ddcuments 

rsturned by the weighmaster, and all four are filed away in a cancelled ordsr 

file. By strictly observing this rule, we ensure the removal of all cancelled 

ICE ORDER ' Figure 4 

KLONDIKE ICE COMPANY. 

Please deliver until further notice pounds of Ice * 

Commencing 18. . 

to 

Address ; . . 

*St,ate if daily or alternate days. 

•orders from the active list, and in order to be sure that our orders and can- 

-cellations are all posted, we mark each one with the ledger page at the time 

of posting, and check the files with the ledger at stated intervals. 

The nature of the second class, or "wholesale" customers' trade, requires 
an altogether different treatment, the deliveries being neither regular nor 
uniform. The orders as received are entered in a book, and are sent or 

-telephoned to the platform. When delivered, a ticket of the weight is made 

-out and signed by the customer. The peddlers turn all these tickets into the 
office, and the tickets for platform deliveries are also turned in. We now 
refer to the order book to see if all the orders have been filled. The tickets 

.are next sorted and filed away in a case made with a large number of small 
square spaces, one space for each customer. At the end of the month these 
tickets are footed up, and the total weight and value of each customer's 

"tickets charged up to him on the wholesale day book. The grand total is 
then charged to wholesale ledger account, and credited to wholesale sales 
account in the general ledger, the separate items being posted in the whole-, 
sale ledger. The tickets are attached to the bills when taken out by the 

-collector, and returned to the customer when paid. 

The third class of customers, "carload" or "ice house customers," are 
posted from the ice house manifest to "ice house customers' ledger," the 
totals being charged to "ice house customers" account and credited to "ice 
house sales" account, in the general ledger. 

Books of coupons for the use of families requiring extra ice are also 
provided. They are sold for cash in advance, the coupons being good at any 
time. The cash is entered in the cash book, and credited to "coupon" account 
in the general ledger. 

Fig. 5 serves the double purpose of showing the customers' tonnage and 
the various shrinkages, and is written up daily. The total delivered by 

.peddlers is obtained from the office duplicate files of the peddlers' routes. 
The representative letter (Fig. 4), which is "B" in the illustration, makes 
the figuring of the total very simple. It need be counted only once, as after 

ithat it is only necessary to add the new orders and deduct the cancellations. 
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The double letters, representing alternate days, will only be included on alter- 
nate days. To this total must be added the tickets and coupons the peddler 
has received for ice delivered, as previously explained. The peddlers' 
shrinkage will be the difference between his deliveries and the weight he 
took out. The platform report furnishes the platform and railroad 
shrinkages. 

The ice house shrinkage is obtained by measuring the ice remaining in 
the ice house. This has been previously explained, and in order to get the 
height easily, a graduated scale in feet is marked on the inside wall of the 
house, from 'top to bottom. The difference between this result and the 
balance shown in the ice house account in the tonnage ledger, will be the 
shrinkage. 

' Fig. 5 is bound in book form and entries are made consecutively, -totals 
being carried to end of month and posted in tonnage ledger, as follows : 

Net weight credited to platform account. 

Family debited to family account. 

Wholesale debited to wholesale account. 

Coupons debited to coupons account. 

Peddlers' shrinkage debited to peddlers' shrinkage account. 

Platform shrinkage debited to platform shrinkage account and credited 
to platform account. 

Railroad shrinkage debited to railroad shrinkage and credited to plat- 
form account. 

Ice house shinkage debited to ice house shrinkage account and credited 
to ice house. 

The column headed "Percentage" is for recording the percentage of 
peddlers' shrinkage as compared with the weight taken out, and will be 
found useful for comparison, and for detecting undue loss. 

We will close with a few words about the cash book. This is ruled 
with columns for receipts and payments with distribution columns to the 
various accounts in the general ledger. The accounts being mostly paid to 
the collector, he is furnished a list every day. When he turns this in the 
unpaid amounts are ruled out, and the payments footed up, the total only 
being entered in the cash book, and distributed to the three customers' ledgers, 
the individual posting being done from the list. 

IMPAIRMENT ACCOUNT.— A temporary account sometimes 
opened for the purpose of debiting capital stock for the amount of reduction 
of capital decided upon, in consequence of impairment by losses and shrink- 
ages or depreciations of value. The debit balance necessarily appearing in 
profit and loss can then be written off to this Impairment Account. 
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IMPERSONAL ACCOUNT.— An account which represents condi- 
tions, and records the profits, losses, receipts, expenditures, assets and liabiH- 
ties of a business, but does not represent persons. 

Examples: General Expense, Manufacturing Expense, Freight, Dis- 
count, Interest, Repairs, Advertising, Postage, Adjustment, or Controlling 
accounts. 

IMPLEMENT MANUFACTURING BUSINESS ACCOUNT.— 
(See Agricultural Implements.) 

IMPRESSION BOOK.— A book in which bills or letters are copied. 
It is a very common practice to copy bills in an impression book and post 
thence to the customers' account in the ledger. Some manufacturing sta- 
tioners niake a specialty of manufacturing impression books with extra 
columns ruled at the right-hand side of each page for distributing the sales 
into different departments. 

IMPREST SYSTEM OF PETTY CASH.— (See Petty Cash.) 

INCOME ACCOUNT.— (See Income and Expenditure Account.) 

INCOME. — (Com. Law). — The gain \yhich proceeds from property, 
labor, or business. It is applied particularly to individuals. The income 
of the state or government is usually called revenue. The word is some- 
times considered synonymous with profits, the gain as between receipts and 
payments. 

In the ordinary commercial sense "income," especially when connected 
with the word "rent," may mean clear or net income. "Produce" or 
"product" as a substituted word may relieve a will from obscurity. In a 
gift of the income, etc., of shares of stock, it is not synonymous with 
increase, and' while it will include dividends from the stock, it will not 
embrace the sum by which the stock has increased. 

INCOME BOND. — A Bond entitled to dividend when dividends are 
earned — non-interest bearing— not secured. 

INCOME AND EXPENDITURE ACCOUNT.— An Income and 
Expenditure Account is a statement showing total income received, or earned 
and total expenditures disbursed, or incurred, during a specified period. 

Capital receipts would be included in a statement of Receipts and Pay- 
ments, but not in an Income and Expenditure Account. 

These forms of accounts are frequently used in making statements of 
the financial afifairs of public institutions for publication. The Income and 
Expenditure account verifies the surplus appearing on the Balance Sheet, and 
the Receipts and Payments account verifies the amount shown as being in 
the hands of the treasurer. 
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Examples are hereto appended : 



INCOME AND EXPENDITURE ACCOUNT. 



Dr. 

Management expenses: 

Salaries ■. . . $2,500 00 

Insurance 80 00 

Commission 250 00 

Postage 82500 

Stationery, etc 475 00 



Cr. 



Subscriptions 

Dorlations 

Interest and dividends. 



.$4,400 00 

. 3,000 00 

442 00 



Benevolent account: 

Provisions 1,14500 

Coals, etc 1.457 00 ' 

Cash 650 00 



$4,130 00 



Surplus as per balance 
sheet :.'. . 



3,252 00 



460 00 



$7,842 00 
RECEIPTS AND PAYMENTS ACCOUNT. 



On hand Jan. i, 1900 $ 478 50 

Legacies ., 50000 

Subscriptions 3.75000 

Donations 3,000 00 

Interest and dividends 320 00 



Management expenses. . . , 

Benevolent! fund 

"Industrials" investment. 
On hand Jan. i, 1901 



$7,842 00 



.$3,670 00 
. 3,252 00 
. 1,000 00 
. 126 50 



;p5,048 50 



8,048 50 



BALANCE' SHEET. 



ASSETS. 

Cash in hands of Treasurer $ 126 50 

Investments 5,000 00 

Real estate and building : . . 8,750 00 

Furniture and fixtures •. . 2,465 00 

Supplies on hand 362 50 

Accounts receivable (unpaid sub- 
scriptions and dividends)...... 6O0 00 



LIABILITIES. 

Accounts payable $ 901 00 

Capital account (accumulated 

surpluses) 15.943 00 

Surplus for year 1900 460 00 



$17,304 00 



$17,304 00 



INCORPORATION.— ( See Corporations. ) 

INDEX.^-A book arranged to furnish ready reference to another book. 

In accounting, indexes are mostly used as books of reference to ledgers, 
but they are also used in connection with orders, sales, and purchases, for 
convenience in case of duplicate orders. Ready reference to orders is very 
liecessary in most large businesses, and is accomplished by many methods. 
The consecutive order number is one method of self-indexing, and works 
extremely well if the customer will quote the order number when writing 
for duplicates, but if the customer omits' to quote the order number, all the 
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orders of that customer must be referred to, perhaps, before the particular 
order wanted is found. Therefore, in some businesses, the customers' ledger 
is so ruled as to give particulars of goods supplied, but this involves constant ' 
reference to the ledger and consequent hindrance to the book-keeper in his 
work. For orders, it would appear that either loose sheets in self-indexing 
binders or cards are the best to facilitate reference to previous orders. In 
each of these cases there is the double index feature of reference both to 
name and number of order. For instance, John Jones writes : "Send me 
lOO cameras same as last." By reference to the card index we find John 
Jones' ordered cameras February 14th, order No. 1956. The order being 
filed away in numerical rotation, we find the original order at once and can 
fill the order intelligently without further trouble. 

An index of this kind is better than a bound index, because all the 
orders of the customer can be kept together. If one card is filled up, another 
card can be placed behind it, and this system occupies no more time than the 
ordinary index. 

Where the order blank system is used, indexes are placed in front of each 
binder, but the disadvantage of this method is, that the customer's name has 
to be re-indexed as each binder is filled, and perhaps ten binders will have 
to be referred to instead of one card, so that the card index in this case 
appears to be a great labor-saver. 

Labor-saving devices are, however, not used as often as might be 
expected, so that in the majority of cases the procedure in hunting up the order 
would be something like the following. The customer writes : "Make me 
one ledger same as last." The ordei; clerk first goes to the ledger index and 
looks up the page of the account. He then refers to the ledger and finds the 
page of the sales book, which simply shows that the ledger of so many pages 
was furnished, but gives no other particulars. From the sales book hp turns 
to the order which gives the factory number, under which he can find a 
duplicate sheet of the ledger for which the order has been received. In a 
card index a column would probably have been provided on the card for the 
factory number, so that reference would havie been direct and instantaneous. 

Ledger indexes are now given the limit of distribution by vowels and 
consonants in order to facilitate reference. There are also left-hand indexes 
and right-hand indexes. In indexing loose-leaf ledgers, an index sheet 
ris frequently placed in front of each letter of the alphabet (all accounts being 
kept in alphabetical order) . Oh this index sheet the names under each letter 
are written in order of consonants and vowels, giving the page numbers on 
which the accounts are to be found. 

INDEX LEDGER.— All ledgers which are arranged alphabetically, 
with index sheets interspersed between the end of one letter and the com- 
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mencement of another, or with more or less distribution on the ledger itself 
by means of leather tabs attached to the tops or sides of the pages, are called' 
"Self-Indexing Ledgers." 

The principal difficulty experienced in a bound self-indexing ledger is 
diat the Ba's, for instance, may considerably overrun the space allotted to 
them when manufacturing the ledger. In a loose-leaf ledger this difficulty 
is entirely obviated, for as many additional sheets may be addend to any sectiorr 
as may be desired. 

One form of self-indexing ledger combines both of the above mentioned* 
features, i. e., an index sheet intersecting the various letter of the alphabet, 
and tabs for the subdivisions of each letter. 

INDIVIDUAL ACCOUNT.— A name applied to customers' and per- 
sonal accounts. 

INDIVIDUAL LEDGER.— A customer's or depositor's ledger. 

INDORSE. — (Com. Law). — To write on the back. Bills of exchange 
and promissory notes are indorsed by a party's writing his name on the. 
back thereof. (See Indorsement.) 

INDORSED BONDS.— Bonds indorsed for transfer or delivery. 

The utmost care should be taken in making indorsements on bonds, that 
such indorsements are in accord with the rules and regulations of the Stock. 
Exchange, as .otherwise considerable trouble is liable to result. 

INDORSEE. — (Com. Law). — The person or party to whom a bill of 
exchange is indorsed, or transferred by indorsement. 

INDORSEE IN DUE COURSE (Com. Law) is one who, in good 
faith, in the ordinary course of business, before its apparent maturity or pre- 
sumptive dishonor, and without knowledge of its actual dishonor, acquires a. 
negotiable instrument, duly indorsed to him, or indorsed generally, or pay- 
able to bearer. 

INDORSEMENT.— (Com. Law).— That which is written on the 
back of an instrument and has relation to it. 

The writing of one's name on the back of a promissory note or other 
negotiable instrument. 

A blank indorsement is the writing of the name of the indorser only on. 
the instrument, commonly on the back, but if written on the face of the instru- 
ment it may answer the same purpose. The effect is to make the instrument 
thereafter payable to bearer, and to render the indorser liable in certain events.. 

A conditional indorsement is one made subject to some condition with- 
out the performance of which the instrument will not be or remain valid. 
An indorsement on a note, making it payable on a contingency does no;: 
uffect its negotiability. 
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An indorsement in full or a special indorsement is one in which mention 
IS made of the indorsee. The indorsement is usually in the wards, "Pay to 
John Doe, or order," followed by the signature of the iridorser. The omis- 
sion of the words "or order" is not material, for the indorsee takes it with 
all of its incidents, including its negotiable quality. 

A qualified indorsement is one which restrains, or limits, or qualifies, or 
•enlarges the liability of the indorser, in a manner different from what the 
law generally imports as his true liability, deducible from the natiire of the 
-instrument, as an indorsement without recourse. An indorsement without 
recourse, or at the indorsee's "own risk," will not expose the iridorser to any 
liability, but such an indorsement warrants the genuineriess of all prior sig- 
natures, that the endorser has title to the note, that the note is valid between 
the original parties, and is not illegal .or without consideration, and that the 
'^parties were competent to contract. Although by such an indorsement the 
indorser relieves himself from liability as indorser, yet he does not thereby 
totally dissolye his connection with the instrument ; . there are certain 
things for which he may be liable, although he indorses "without recourse;" 
thus if the instrument be not genuine, as. if the signatures of any, of the 
■prior partites be forged; or if the note be inyalid for the want of or by reason 
<bf the illegality of the consideration; or if the indorser had no title... 

The indorsement without recourse does not indicate that the party so 
■indorsing is conscious of any defect in the instrument, nor is it sufficient to 
charge the indorsee with notice of a defense' thereto, or to put him on the 
inquiry thereto. 

An assignment without recourse leaves the assignor liable, as vendor. 

A restrictive indorsement is one which restrains the negotiability of the 
instrument to a particular person or for a particular purpose, as "Pay 
A. B. only." 

The rule is well settled that one who transfers a bill or note by delivery 
is liable for the amount received therefor, if it proves to have been fictitious 
■or forged either by the original counterfeiting of the signatures of any of 
the parties thereto, or subsequently altered in any material part. 

The vendor warrants by implication that he is the lawful holder and has 
title to the bill or note, and a failure thereof is a fraud upon the transferree 
■and he may return the note, and recover back the consideration therefor. 

Where a bill or note made payable to a particular person is transferred 
without indorsement, the transferee takes the equitable title only, and to 
•entitle him to maintain an action thereon he must allege and prove the 
assignment. And, in such case, the instrument will be subject to all the 
■equities and defences that it would have been in the hands of the vendor 
•at the time of the transfer, but is not subject to those sub.sequently arising. 
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A party taking notes or bills already due, or after maturity, takes them 
subject to every defense existing against them in the hands of the holder 
when they become due. It is therefore often important to know when, an 
indorsement was made. An indorsement is presumed to be of the same 
date as the instrument, or at least to have been made before maturity. 

When the indorsement is made before the note has become due, the 
indorsee and all subsequent holders are entitled to recover the face of the 
note against the maker, without any right on his part to offset claims which 
he may have against the payee; or, as it is frequently stated, the indorsee 
takes it free of all equities between the antecedent parties of which he had 
notice. 

A bill or note cannot be indorsed for a part of the amount due the 
holder, for the reason that the law will not permit a cause of action to be cut 
up into several, and such an indorsement is utterly void as such, but when 
it has been paid in part it may be indorsed as to the residue. 

Bills or notes do not lose their negotiability by dishonor for non-pay- 
ment or non-acceptance. They be transferred after as well as before they 
have been dishonored, and the taking of such an instrument subjects the 
transferee to those defenses only which might have been made to it in the 
hands of the transferer, and if he acquired the instrument before maturity for 
value and without notice of defenses his transferee is a bona fide holder. 

Where there are several indorsers of a bill or note the legal efifect of 
the successive indorsements is to make them liable to each other in the order 
of time in which they sign their names ; this proceeds upon the theory that 
the paper is transferred from the one to the others by indorsement and 
thereby a several and not a joint liability is created ; they are not co-sureties, 
and hence contribution between them cannot be enforced. In sUch case 
the holder may bring action on the instrument after dishonor, against his 
immediate indorser, or against any of the prior indorsers, or the maker. 

INK. — Ink is a colored liquid employed in making lines, characters and 
figures on surfaces capable of retaining the marks so made. Its usual color 
is black, though red, violet, blue, green, etc., are often used. The surface 
written on is now almost always paper composed of vegetable fibre. For a 
few legal documents parchment is still used. Before the invention of paper, 
parchment, leather, wood and papyrus were employed. 

The derivation of the English word ink, is probably through the French 
enque and the Italian inchiostro, from the Latin encaustum and the Greek 
enguaston, which means burnt or corroded in. The German tinie and the 
Spanish tinta probably come from the Latin verb tingo, to touch, through its 
participle tinctus, whence also our word tincture. In several languages, as 
(he Hindostanee, kali, the word signifying black, has become the name of the 
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ink, and in a very few the name of the pen or writing implement is the word 
to designate ink, as the Ethiopion kalamus. 

Ancient inks were paints, thick and heavy, far different from the thin 
fluid now tised ; writing was in broad strokes and pools made with a brush, 
stick or pen of reeds or rushes, and the page when filled was laid aside to dry. 
A brush and India ink are still used in China. 

Modern inks are dyes, thin and flowing freely from a sharp-pointed pen. 
In most cases they bite into the paper and can only be removed by cutting 
away its fibre; whereas ancient inks, lying on the surface, were frequently 
washed, rubbed or scraped off and the parchment re-written. 

Pliny says : "Ink is made from soot in many ways, as by burning rosin 
and pitch. For this purpose factories have been built which emit no smoke. 
The best ink is made from the smoke of torches. It is adulterated with the 
smoke of furnaces and bath-house chimneys, and this is used for much writ- 
ing. Some employ the dried lees of wine, and it is said that if the lees come 
from good wine, the ink is improved. It is also made from charcoal pounded 
fine in a mortar. The cuttle-fish has a wonderful coloring property, but it 
has not yet been used. All inks are improved by the sunlight. Book- 
writer's ink is made with gum, weaver's ink is mixed with glue; Ink whose 
materials have been liquified by acid is very difficult of erasure." 

Discorides, who lived about the same time as Pliny, 95 M. D., gives the 
following recipe: "The ink within with which I write is made from the 
soot of torches collected. To three ounces of soot add one of gum. It is 
also made from the soot of resin, called painter's black. Of this soot take 
one mina, half pound of gum and of ox-glue and copperas each half an 
ounce." 

In the fourth century was introduced the quill or feather pen. The first 
steel pen was made in the latter half of the eighteenth, and the first gold pen 
in the first half of the nineteenth century. Early in the twelfth century the 
Arabs introduced paper into Europe from China, where it had been made 
for nearly a thousand years. The first paper was made at a mill in Spain, 
and by 1 1 50 it was known throughout Europe. The use of the quill pen and 
paper necessitated an ink differing from the thick, muddy atramentum scrip- 
torium of the Romans. 

The monks, who were the writers of the time, made many experiments 
with the juices of plants and berries and decoctions of animal, vegetable 
and mineral substances. One result has been that many of the documents 
and chronicles from the twelfth century on have partially or entirely faded 
out, while those of earlier date are still black and legible. From out of all 
this experimenting the use of tannin, usually in the form of nut-galls, and 
iron in the form of copperas, became almost universal nearly a century ago. 
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Inks of this class were vastly superior to the older ones. Being thin, they 
flow freely, dry quickly and penetrate into the paper. They were very 
durable. Their faults were that they had a sediment, were pale on first use 
and the acid ate up the pens. They were frequently colored up with indigo, 
logwood, aniline, etc., but tannin and iron were their foundation, as they 
still are of the best writing fluids. 

For the seventy-five years prior to i860 the manufacture of ink was very 
nearly stationary as regards improvements. Since that time there has been 
great progress, not so much in the discovery of new raw materials as in the- 
precise application of true chemical principles to the treatment and combina- 
tion of well-known substances and in the exercise of more care, skill and 
elegance in preparing ink for the market. 

INSOLVENCY. — (Com. Law). — The condition of a person who is- 
insolvent. Inability to pay one's debts. 

INSOLVENT.— (Com. Law).— One who is unable to pay his debts- 
as they fall due in the usual course of trade or business ; the condition of a 
person who is insolvent or unable to pay his debts. 

Though one's assets in value exceed the amount of his liability, yet, if 
he is unable to pay his debts as they fall due, he is insolvent, but it has been, 
held that mere inability to pay debts promptly as they mature is not conclusive 
evidence of insolvency, and that one who has sufficient property subject tO' 
legal process to satisfy all legal demands is not insolvent, and, also, that a 
person who suspended business because of difficulties arising out of the 
commencement of an action was not necessarily an insolvent. But one who 
was unable to pay commercial paper in the due course of business is said 
to be an insolvent. A corporation is insolvent when its assets are insufficient 
for the payment of its debts, and it has ceased to do business, or has taken, 
or is in the act of taking, a step which will practically incapacitate it from 
conducting the corporate enterprise with reasonable prospect of success,. 
or its embarrassments are such that early suspension and failure must ensue, 

INSTALLMENT. — A portion of a debt or sum of money payable at 
specified recurring intervals. 

INSTALLMENT BOOK.— An account book used for the record of 
installments due and payable on stock. The usual headings for this book 
are : Folio, Names of Subscribers, Number of Shares, Amount of Install- 
ment, When Paid, Amount Paid, Totals, Remarks. 

INSTALLMENT BUSINESS ACCOUNTING.— There are two 
methods of treating installment ledger accounts which can be recommended. 
The first is a specially ruled, bound ledger, as per illustration hereunder. It 
will be noticed that this ledger is ruled on the horizontal plan. It would 
contain from sixty to eighty lines to the page, divided into sections of five 
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lines each. An eighty-line page would, therefore, accommodate sixteen 
accounts, thus enabling the book-keeper to transfer the total balances of each 
page to the trial balance instead of the balance of each account, greatly 
facilitating the work. The months are supposed to run across the page by 
the device of cut leaves for twelve or more months, according to the general 
length of time the accounts will run. In the names column will be entered 
name and address of customer, number of lease, due date of installment, and 
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any other particulars which will be found valuable and necessary. The 
amount of the purchase appears in the first column and the amount of collec- 
tions during the month in the second, or credit column. The balance is 
brought forward in the third column, which is headed February, and any 
new purchase during February will be entered in that column. The collec- 
tions during February will appear in the February credit column, and so on 
through the year. It would be an improvement on this form if a balance 
column were provided each month after the debit and credit columns, as this 
would facilitate the footing of the balances on each page, the balances being 
.brought forward in the balance column instead of in the debit column; or 
the balances might be brought forward in the debit column in red ink. 

In the Nominal or Private Ledger an installment ledger account should 
be kept to which should be debited the total purchase of customers for each 
month and to which should be credited the total of the credit columns each 
month. The balance of this account will then equal the total of the balances 
brought forward each month in the installment ledger. 

There should be a separate column in the Sales Book for installment 
accounts. The total of this column each month will then agree with and 
check the total of the debits in the installment ledger. There should be a 
separate column on the debit side of the Cash Book for installment ledger 
accounts. The total of this column each month will then agree with and 
check the total of the credit columns in the installment ledger. 

The cut or short leaves can be so arranged as to make the ledger last 
for twelve, eighteen months or two years, as may be desired. 

Another method of keeping installment accounts is by the card system. 
Specially ruled cards are provided somewhat after the style of the illustration 
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here given, but such cards can be ruled to meet the special requirements of 
any business. The first column is for the amount of the purchase or for suc- 
ceeding purchases. Although the card does not show it, there should be 
sufficient columns on each line to provide for one month's collections, so that 




the balance column at the end could always be identified as the balance of the 
particular month to which the collections applied, for use in the trial balance. 
A recapitulation of these balances should then be made on a sheet of paper, 
. the total only being entered in the trial balance book. The advantage of this 
system of recording installments is that by the index arrangement any card 
desired can be instantly found. The work may be subdivided at busy times, 
and when a card is full, all that is necessary is to place another card behind it. 
Anotherfeature of great advantage is the convenience of filing ahead 
past due accounts from time to time as efforts are made to collect installments. 
It would be well to have two cards for each customer. One card to be filed 
alphabetically, as per illustration No. i, and one card to be filed in order of 




due date of installments, as per illustration No. 2. This latter file should 
be the collectors' record and should be so arranged so that his notations of 
promise of payments, etc., could be recorded on the face of the card. There 
should also be a column for the collector's check, showing that the install- 
ments had been received by him. On the collector's return to the office the 
cards and money should be turned over to the cashier, who would enter the 
amounts from them in his cash book, after which they will be filed ahead to 
the next due date. 

If a customer whose account is due does not make a payment the card 
can be filed ahead to the date when payment is promised, when the collector 
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will take this card from the file, together with the cards of customers whose 
installments are due on that date. It this way there is no danger of any 
unpaid installments being overlooked. 

' The cards of closed accounts should be kept in another file, where they 
become credit records, which can be consulted in case application is made foi 
further credit. 

Another good method of taking care of installment collections is to use 
blanks similar to illustration shown below. (Note that the "collected" 
column should be ruled for dollars and cents.) 

It will be noticed that this blank calls for the name and address of the 
customer, his lease number, and the ledger folio of his account; also the 
amount of the purchase, how payable, and when first payment falls due. Fill 
in these particulars when opening the ledger account. Have a convenient 
binder made for the blanks so that the collector can carry them with him 
without trouble. 

As the collector makes his collections, he will enter them on the blanks, in 
the columns provided, with a fountain pen or indelible pencil. On his return 
to the office the collector will hand his binder to the book-keeper, and the book- 
keeper will enter the amounts of the collections on the Cash Book from the 
sheets ; also entering the ledger folio in the folio column, thus saving himself 
the trouble of referring to the index each time a customer makes a payment. 
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The book-keeper must also enter in the folio column on the collector's sheet 
the cash book folio, where the receipt may be found, and on posting to the 
ledger will make a check mark against the folio in the Cash Book to indicate 
that the amounts have been posted. 

By adopting this method the collector will keep his own accounts and the 
book-keeper will consequently be relieved from this part of the work. 

We also append an illustration of another form of installment ledger 
used in some businesses. It will be observed that the installment notes are 
credited to close the original accounts, after which they are immediately 
debited again, and each installment credited is paid. We cannot see any 
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particular advantage in this method, as the balances brought down each 

month would have been the same if the original account had not been closed. 

The method of treating installment, or hire purchase accounts by the 

purchaser, say of Plant or Machinery, for purposes of manufacture, etc.. 
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where the element of depreciation will have to be considered, has been 
described as follows by a prominent accountant : 

An article having been purchased on the hire purchase system, should 
be debited to Plant, or other appropriate account, at its value as if purchased 
for prompt cash, and the difference between that value and the aggregate 
amount payable under the hire purchase agreement should be carried to an 
Interest or Deferred Payment account, the whole of the liability being carried 
to the credit of the purchase account, with the vendor of the article. 

The amount actually paid for the machine is not allowed to be taken as 
an asset of the business, but the difference between the cash price and the 
liire purchase price is charged to the interest, or deferred payment account, 
which is spread over the period of the purchase. In the meantime, depre- 
ciation is written off year by year from the cash value of the plant or 
machinery. 
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It is also considered incorrect to take credit in the sales for the fuD 
amount of principal invested in an installment sale and interest added on 
account of time payment. Thus, all sales made on the installment plan 
should be divided into sales portion and interest portion, the amount credited 
■to sales being simply that amount which would have been realized from a 
regular sale, and the amount of the difference between that amount and the 
installment price being credited to interest on deferred payments which 
should be spread over the period of the debt. 

This method is undoubtedly scientifically correct, but it undoubtedly 
involves a great deal of extra labor, which, by most persons, would be 
considered entirely unnecessary, and thus diminish the profits of a business 
at the expense of information which is of no particular value when obtained. 

INSTALLMENT DIVIDEND.— A dividend paid in unpaid subscrip- 
tion stock instead of in cash. Equivalent to a stock dividend except that in 
this case the stock subscribed is payable in installments. 

INSTALLMENT NOTE. — A promissory note covering the payment 
of an amount by installment on certain specified dates. It is frequently 
attached to a schedule of the goods purchased or consideration given, and a 
condition inserted that in case of default of one installment the whole of the 
balance remaining outstanding shall be immediately payable. 

INSTALLMENT SCRIP.— A form of receipt for installment received 
on stock subscribed, the stock itself being held by the corporation until the 
last installment has been paid. 

INSTITUTIONS, ACCOUNTING FOR.— The following is a 
description of a system used in one of our large charitable institutions iri the 
east, which has been found very satisfactory. 

There are four departments, all of which must get their supplies daily 
from the storeroom, and for each department and article a separate account 
must be kept. 

For this purpose the matrons are supplied with requisition books, which 
are made up in duplicate and printed in alphabetical order, for all staple 
articles of diet, leaving nothing for them to do but fill in the quantity 
lequired. These are filled up each morning as needed, then -sent in to be 
approved by the superintendent, who examines them as to the quantity 
asked for, and if not satisfactory he crosses out as he deems proper while the 
carbon paper is still in the book ; then he approves them, the original copy 
being sent to the store-room and the duplicate returned to the matron intact, 
which enables her to see exactly what has been crossed off her day's supply. 
When the requisition is filled and delivered the original copy goes back with 
the goods and is receipted by the matron, thus not only having a receipt 
from the matron for the goods, but it relieves the driver of his responsibility 
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and goes back to the book-keeper to be entered. The duplicate retained hy 
the matron can in any future time be used by those in authority in checking, 
up the amount charged against each department, as a check on the book- 
keeper; otherwise the amounts could be changed and stock from the store- 
room be appropriated for other purposes. We now come to the form of book, 
used in keeping these accounts. Form No. i represents a loose leaf ledger 
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sheet, or stock book. The same ruling being used for all articles of- 
provision. This being a loose leaf book no indexing is required, but accounts- 
are arranged alphabetically, the same as the printed requisitions. The receiv- 
ing column (No. i) shows the amount brought forward from previous- 
month and the amount received during the month, while the columns Nos. 
2, 3, 4 and 5 show to which department issued and the totals of each depart- 
ment for the month, and after balancing show the total consumption for 
the month. It would be well to mention that the old way was to have a 
separate book for each department, from which those totals were posted at 
the end of the month to the stock book. By the use of one book we can at 
any time compare balance on hand with balance as shown by book. 

At the end of each month the directors are furnished with a comparative 
statement as shown by form No. 2, giving the total cost of each department. 
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and the monthly and daily per capita, thus creating among the matrons an- 
interest in keeping down expenses. Form No. 3 represents a loose leaf 
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ledger sheet used in the same binder as form No. i, for keeping all dry goods- 
and notion accounts. It gives a very complete record of all transactions, 
showing the date purchased, from whom, quantity, price and amount, while- 
the issuing side shows date issued, department issued to, quantity, price and. 
amount and totals for month. As an explanation to the monthly totals 



713 



-column, I would say that besides the comparative statement (form No. 2) 
the directors are furnished at the end of each month with a statement 
rshowing the total consumption and cost of each article, with a recapitulation 
sheet showing the total cost and monthly and daily per capita for so many 
pupils for salaries and wages, groceries and provisions, dry goods and 
notions, heating and lighting and sundry expenses, with the total cost and 
monthly and daily per capita for the month, so instead of closing up each 
account at the end of the month and bringing balance forward, as is fre- 
-quently the case, I have instituted what I call a "monthly totals column;" 
■simply extending the amount corisumed each month into these columns and 
in no way interfering with the body of an account. It can also be used to 
: great advantage by any one comparing stock on hand with balance as shown 
by book. If amount proves to be correct they can enter the balance in red 
ink in monthly totals column, with date and signature of examiner, and in 
no way interfering with other totals. As an examination is liable to be made 
any time in large institutions, it will readily be seen how much more conven- 
iient it is than the old way of closing up the account. 

As it is necessary in every business to have results at one's fingers' ends, 
"I have therefore arranged another form of loose leaf sheet (form No. 4) into 
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which I post all monthly totals ot consumption. As one leaf is given to an 
-account and each leaf will last for twenty- four years, it will be seen that it 
gives a lasting comparison from month to month and from year to year. 
Each year is footed up, and from these totals the annual report figures are 
-obtained. — J. H. Webster. 

The general sentiment of practical men toward the business methods 
practiced in public institutions is rather that of criticism, and even contempt, 
than of respect and confidence. The majority feels that the keeping of 
mstitution accounts is d9ne on the "all paid in, all paid out" system. It is 
said the state sets aside so much money for your institution. Your books 
.-show that it was paid out. So much expended for flour ; so much for sugar ; 
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a certain amount for furniture ; another amount for coal, and so on through 
the various accounts. Where did the sugar so? Did the inmates get any 
of it ? How much went to the employes ; how much to the officers ? You 
paid out a certain amount for furniture. Where was it placed, and who is 
responsible for it? A certain amount of coal was purchased. How was 
it used? What per cent, of this coal went for heat, what per cent, for light, 
how much for pumping water for laundry purposes? 

We must make our books show these details in order to make them of 
interest and value to ourselves, and to the public, whose money we handle in 
making our purchases and in distributing our supplies. To make the records 
show these things and to relieve ourselves of the charge of careless methods, 
we must strengthen ourselves at two points. First: We must have some 
business-like check upon the purchasing agent and upon the storekeeper. 
Second : We must follow the goods from the time of their purchase to the 
final disposition made of them. 

The usual method of issuing supplies is a defective one. As a rule, the 
goods are purchased and passed into the store, the storekeeper himself enter- 
ing upon his book, without reference to value, the quantity of each article 
purchased. When requisitions are made on him for these goods, they are 
made upon a single requisition sheet, which the storekeeper retains in his 
possession until the end of the month, when he turns them in to the superin- 
tendent as filled and shows his book in accordance therewith. Thus it will 
be seen there is no check on the storekeeper, and should that officer so incline, 
collusions for the improper disbursement of stores might easily be formed, 
and should he be perfectly honest, there being no check on him, he is not 
unlikely to fall into careless habits, both in disbursing his supplies and 
keeping his accounts! 

To correct, also, the impression that many articles after leaving the 
store are appropriated by employes or are carelessly regarded by them, badly 
used, and unfitted for use in an unreasonably short time, we must have 
monthly returns of property, in order that we may know what supplies are 
received by the various departments, and what disposition is made of them. 
In this connection with the return of property there should be established a 
condemning room, where every article reported unfit for use should be 
submitted to the inspection of one of the officers before it is listed as con- 
demned by the heads of departments. In this way, we can have official 
supervision of the movable property in each department. 

The economic system answers satisfactorily these two questions. First : 
Have you a check on your purchasing agent and on your storekeeper? 
Second : Do you know what becomes of articles after they leave your 
store ? 
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The system presupposes tne organization of the business department as 
follows : 

1. Purchasing Agent. Superintendent or Steward. 

2. Book-keeper. 

3. Store-keeper. 

Each of these offices is strictly independent of the others, and all are 
equally responsible for the correct entry of a business transaction. 

Upon the organization of the business department, let there be taken 
a complete and careful inventory of each and every department. Let the 
book-keeper open upon his ledger a property account with the state and 
credit it with the result of the inventory, charging each department with 
the part of the movable property which comes under the care of the head 
of that department. Issue then to each department a monthly return blank 
and let each head check the "on hand" column that he may be sure he is 
willing to start with the articles therein named, charged against him. 

Now, having the State credited with a complete list of property, and 
having the responsibility for its care charged to the various departments, we 
are ready to buy goods to maintain and carry on these departments, and it 
is desired that this shall be done in such a way as to make each department 
stand charged, not only with its equipment, but wit hits maintenance also. 

The purchasing agent buys a bill of goods. Upon the receipt of these 
goods that officer himself receives them, checking them up as to quality 
and quantity. In case of shortage, proper deductions are made, and in the 
event the goods are not up to contract, in quality, they are returned and the 
bill reduced by the price of the condemned article. The bill thus corrected 
is signed by the purchasing agent and the goods and bill are then passed to 
the store-keeper for verification. If satisfactory and correct, the store-keeper 
signs the bill, and his signature, together with that of the purchasing agent, 
stands for endorsement of quality and quantity and correctness of the exten- 
sions and footings and signifies his willingness to be charged with the amount 
demanded by the. bill. The bill being thus approved, the store-keeper opens, 
an account with each article appearing thereon. 

The bill itself is then passed to the book-keeper, who charges it to the 
store-keeper and credits the individual or firm furnishing the goods. The 
book-keeper shall enter no bill against the store-keeper unless it bears the sig- 
nature of both purchasing agent and store-keeper. Should there be a differ- 
ence of opinion between these officers, as to a bill of goods, the superintendent 
shall decide between them, or the matter may be referred to the board of 
trustees by the superintendent. 

The goods are now in the hands of the store-keeper, and their value is 
entered in detail by his own hand on his own store ledger, and the bill iu 
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full is charged against him by the book-keeper. At the end of the month 
he must account for them — he must either have the goods on hand or he must 
show properly signed and receipted requisitions for their distribution. 
Having these at hand, he presents his report to the book-keeper, who upon 
checking up the individual accounts in his ledger, finds the sum of those 
made during the month equals the column in the store-keeper's report marked 
"Received during the month." Should the individual accounts kept by the 
book-keeper not balance the "Received during the month" column of the 
store-keeper's report, something is wrong and the error may usually be 
detected in checking up the bills received during the month. It will prob- 
ably be found "a slip of the pen" either on the part of the store-keeper or 
book-keeper in making tjie entry, since they necessarily agree, the book- 
keeper having the store-keeper's and purchasing agent's signature as to 
correctness of the bill before it is entered against the store-keeper or credited 
to the seller. Upon this report the store-keeper gets credit for disbursements 
t>3 therein set forth, and the various departments are charged with the amount 
of goods shown by the report as issued to them. The requisition upon which 
goods are taken from the store by these departments must in every instance 
be signed by the superintendent. These requisition sheets are bound in 
book form after the style of the bank check book, and when the head of a 
department or other authorized employe passes in a requisition he retains the 
stub himself, leaving the duplicate with the store-keeper properly receipted, 
for the goods obtained. This leaf forms the store-keeper's journal. When 
posting to the ledger, the department named on the requisition sheet must 
be charged in the column ruled for it on that ledger. In ruling up a ledger 
to show disbursements it is not necessary to set apart a line for every depart- 
ment to which issues are made, for the reason that the great majority of 
articles handled are seldom issued to more than two or three departments. 
When an article goes to some other department than those specified in the 
ledger, the item may be entered in any column and the name of the depart- 
ment to which it goes may be indicated in pen immediately above the article. 
The form for the store-keeper's report must be ruled as to show a column 
for each department to which issues are made. The form used in the economic 
system is complete in all its details, and when filed with the book-keeper 
must be sworn to, by the store-keeper, as a correct statement of the month's 
transactions. In cases of loss in weight, by drying out, or in case of rotting 
in vegetables, not due to store-keeper's negligence, the amount of such shrink- 
age is included in his disbursements and charged out to profit and loss. 
The store-keeper's report having been accepted by the book-keeper, the store- 
keeper is credited with the disbursements shown and the difference, if any, 
between the amount received and the amount disbursed stands against him 
representing a balance in store yet to be accounted for. 
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The various departments having been charged with the amounts issued 
to them by the store-keeper, the book-keeper then proceeds to take the dis- 
position of the articles issued to them. Should the head of any department 
make any objection to a charge made to his department, saying he has not 
received the articles charged to him in the store-keeper's report, reference 
can at once be made to the stub of his requisition book, and if the article 
Is not named there, the error must be traced back to the store-keeper, who 
must show a receipted requisition for the article reported as issued, or else 
make good the cost of it. All breakages and losses in departments will be 
charged to profit and loss, unless it is shown that such breakages and losses 
result from the carelessness of employes. In this event, employes will be 
required to make good the injury or damage. 

Under the above outlined system of issuing store and accounting for 
movable property, let us put in operation the general kitchen of an institution. 
The general kitchen starts out charged with a certain amount of movable 
property. The chief cook, or the housekeeper, as the domestic arrangement 
may be, puts in at the store a daily requisition for supplies. At the end of 
the month the store-keeper shows in his report that he has sent these articles ' 
to the kitchen, and he sets them forth in detail in his report and shows also 
their aggregate value. He receives his credit for this amount and the general 
kitchen is therewith charged. The chief cook then furnishes to the book- 
keeper a schedule showing the daily average of persons boarding in the insti- 
tution fed from the supplies furnished to him. The book-keeper thereupon 
credits the general kitchen and apportions the charge among the departments 
to which food is sent, the apportionment being based on the number fed in 
each department. In the matter of time, the amount of the monthly pay 
roll is charged to the superintendent and credits are given him upon his state- 
ment of the distribution of the time of employes to the different departments 
— hence the general kitchen has, in addition to the charges for food supplies, 
a charge against it for a certain number of employes. This charge is then 
lifted by the book-keeper and apportioned to the different departments served 
from the general kitchen. When these two credits are given, there remains 
still charged against the general kitchen the movable property on hand at the 
beginning of the month, and other household articles that may have been pro- 
cured from the store during the month. The return of hospital property 
is then taken up, and all breakages, condemned articles or transfers, are 
charged out either to profit and loss, or to other departments to which they 
may have been sent by order of the house-keeper. Thus it will be seen that 
the general kitchen, which at the first of the month stood charged with a cer- 
tain amount of fixtures and supplies only, gathered during the month addi- 
tional charges for food supplies, for the time of its employes and certain 
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household articles. The food supplies went out of the general kitchen to- 
other departments, the time of the employes went out in the same proportion, 
to the same departments, certain household articles fell intb disuse either jjy 
accident or "wear and tear" and were charged out to profit and loss, and 
now the general kitchen is ready to begin another month with only the charge 
against it of its revised movable property. 

Again, let us take the power house. We will start it out the first of 
the month charged with certain material — a quantity of coal, a quantity of 
oil, a number of engineer's supplies and a number of tools. During the. 
month, the chief engineer needs more coal, more oil, further supplies and 
additional tools. He makes a requisition for what he needs. This requisition; 
is signed by the superintendent and presented at the store. The engineer gets: 
what he wants and receipts for the articles. When the store-keeper's report 
comes in at the end of the month the store-keeper is credited and the power 
house is charged with the amount of goods issued from the store on its. 
account. A report is then asked of the chief engineer concerning the dis- 
position of the articles on hand at the beginning of the month and those- 
received from the store during the month. In addition to the store-keeper's- 
charge against the engineer comes that from the superintendent's pay roll for 
time of engineer and greman, and the disposition of this time is also set' 
forth in the engineer's report. An explanation of the engineer's report may 
here be in order : A certain amount of coal was on hand at the beginning of 
the month ; more was asked for and received, and out of these two lots a cer- 
tain quantity was used. What disposition was made of it? It was used for 
heating, lighting, cooking, pumping water for domestic purposes, for laundry^ 
purposes and also for pen fires. What per cent, of this coal went for heat- 
ing? V/hat per cent, for lighting? What per cent, for pumping? All of 
these matters can be approximately determined, the power house credited and 
the accounts above suggested charged. In this connection it may be stated, 
that the year may be divided into two periods and a schedule made for each 
period^s to per cent, of coal used at that season for heat, for light, for water, 
etc. A schedule of engineer's and firemen's time may be figured for the- 
same periods, and the accounts with heat, light, etc., charged in accordance- 
therewith to offset the charge of time to the power house from the superin- 
tendent's pay roll. If it is thought desirable to run the accounts of heat,, 
light, etc., closer, these accounts may be opened under the heads of "Con- 
struction" and "Operation." Al new work, on account of heat, light, etc.,. 
would go t those headings under the general heading, "Construction," and 
all repairs and necessary material used to heat, to light, etc., would go to these- 
headings under the general heading, "Operating Expenses." This is hardly 
necessary, as once an institution is equipped with heating and lighting plants,, 
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(there are few expenditures on account of construction, and these ttw may 
.be lun into an open account. The store-keeper's report will show a certain 
amount of oil, waste and other material issued to chief engineer. All ol these 
are accounted for by the engineer's report ; the oil, waste and other material 
being figured on a schedule as is done in the matters of coal and time. 

As the system runs many further details will suggest themselves to the 
3DOok-keeper of each particular institution, and each month the accounts may 
be kept closer and each department made to show its actual running expense 
flo a nicety for each thirty days. 

The farm and garden, the sewing room, the laundry and all industrial 
-and mechanical departments may be charge^ with the estimated value of the 
labor of inmates and the departments which bear the maintenance expenses 
-of those inmates be credited to this extent. Each department should have Its 
■own return sheet or report blank. 

In opening accounts with the store-keeper, he being charged with the 
■goods received, the individual or firm supplying them rs credited. To close 
these individual accounts, open a voucher account, which shall be credited 
at the time of payment of individual accounts. At the close of the year close 
this account to current expense account and balance this last named account 
with the accounts of the different departments. 

This system has been prepared under the belief that the usual method 
•of issuing stores in our public institutions is defective, and that a spirit of 
greater care and economy may be made to prevail under a more frequetit 
•report of movable property than is commonly made. — Nat. Hospital Pecord. 

INSURANCE. — A contract by which one party for an agreed consid- 
eration undertakes to compensate another for a certain specified loss or 
partial loss. 

INSURANCE ACCOUNT.— To this account is debited premiums 
paid. It is closed into profit and loss at the end of the year, less unexpired 
portion at date of closing, the latter being included in the balance sheet as 
an asset, and carried forward on the ledger as a balance. 

INSURANCE AGENTS ACCOUNTING.— An insurance agency 
usually controls a nurnber of sub-agents from whom it receives reports of 
new premiums written and renewals. The agency has to make a periodical 
report to the main office. The main office forwards to the agency each 
month a list of renewals due during the month. This amount should be 
brought into the ledger in the shape of a renewal premium account, which 
will represent the amounts due by policy holders. The particulars of the 
renewals are usually entered in :i premium register book, in which is provided 
a column for credits. As renewals are received they are entered in the, 
cash book in a special column provided for the purpose, and the total of this 
• column is credited to renewal premium account at the close of the month. 
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In like manner, new business is charged to a new policy account, all 
receipts from this source being credited to this account. 

An account is kept with the head office, to which is charged all commis- 
sions earned, commission account being credited. To commission account 
should be charged commissions paid to sub-agents, the credit being to cash. 

It is considered better to carry two main office accounts. Main office 
account No. i would, as indicated above, be credited with total renewals 
and total new business written (i. e., premiums paid on same), and would 
be charged with gross commission as per commission account, and the balance 
of this account will then show the net business done at the agency. 

Main office account No. 2 should carry all other credits to the company 
and all expenditures for the company, or other debits to the company. The 
balance of the first account should be carried to account No. 2, when the 
balance of account No. 2 will represent the amount due main office in 
settlement of which a remittance will be made. 

The balance of the renewal premium account will show at the end of 
each month the amount of renewals unpaid, and will check with the statistical 
records. 
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The totals of the debits to the new policy account will at the end of each 
month show the total of new business written during that month. 

The total of the credits to commission account will show gross income 
for the month, and the balance of this account will show gross profit for 
the month, this being the equivalent of a trading statement in a mercantile 
business. 

We append sample forms for cash book and premium register suitable 
for an insurance agent's business. 
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The following is a form of general cash book used by a Canadian agent 
of an accident insurance company, embracing a distinct record of the head 
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office business at any time for the auditor as well as full scope for recording 
all transactions of the Canada agent's regular business. 
See also Fire and Life Insurance. 

INTEREST. — (Com. Law). — The compensation which Is paid by the 
borrower of money to the lender, for its use, and, generally, by a debtor to 
hi.i creditors in recompense for his detention of the debt ; the compensation 
allowed by law or fixed by the parties to a contract for the use or forbearance 
or detention of money. 

Legal interest is the rate of interest established by the law of the country, 
which will prevail in the absence of express stipulation. Some of the States 
have fixed by statute the maximum rate of interest which may be charged, 
as in Michigan the legal rate is five per cent., and it is further provided that 
"in all cases it shall be lawful for the parties to stipulate in writing for tne 
payment of any rate of interest, not exceeding seven per cent, per annum." 
Where no such provision exists any rate of interest may be agreed upon by 
contract. But where such provision does exist, it is usury to contract for a 
rate exceeding such maximum. (See Usury.) 

When not stipulated for by contract or authorized by statute, interest is 
allowed by the courts as damages for the detention of money or property; 
for goods sold or delivered, after the customary or stipulated term of credit 
has expired ; on judgment debts, etc. 

When the debtor expressly undertakes to pay interest, he or his personal 
representatives having assets are bound to pay it. But if the party has 
accepted the principal, it has been held that he cannot recover the interest in 
a separate action. 

In the following cases interest may be collected, viz. : On contracts, 
where, from the course of dealings between the parties, a promise to pay is 
implied; on an account stated, or other liquidated sum, whenever the debtor 
knows precisely what he is to pay and when he is to pay it. But interest 
IS not due on a running account where the items are all on one side, unless 
otherwise agreed upon; on bills and notes if payable at a future day certain, 
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after due, if payable on demand, after demand, is made. Yet in some cases 
it has been held that interest on a note due on demand runs from its date. 
Where the terms of a promissory note are that it shall be payable by install- 
ments, and on default of payment of any installment, the whole is to become 
due, interest becomes payable on the whole from the date of the first default. 

Where by the terms of a note or bond interest is to be paid annually, and 
the principal is at a distant date, the interest may be recovered before the 
principal is due. 

"With interest" carry interest from the date of the instrument containing 
these words. 

Interest coupons bear interest from maturity of the coupons. Interest on 
a dividend declared by a receiver should be allowed from the time such divir 
dend is declared. 

A debt barred by the statute of limitations, and revived by an acknowl- 
edgment, bears interest for the whole time. 

Interest upon interest is not allowed, except in special cases. In an 
action to recover the annual interest due on a promissory note, interest will 
be allowed on each year's interest, after due, until paid. A note which 
provides for a rate of interest agreed upon by the parties, but omits to provide 
for the rate of interest after maturity, has been held to draw the legal rate 
of interest after maturity ; but a different view has been held in some States. 

In computing interest on notes, bonds, etc., upon which partial pay- 
ments have been made, every payment is to be first applied to keeping down 
the interest ; but the interest is never allowed to form a part of the principal 
so as to carry interest. When a partial payment exceeds the amount of interest 
due when it is made, it is correct to compute the interest to the time of the 
first payment, add it to the principal, subtract the payment, cast interest on 
the remainder to the time of the second payment, add it to the remainder, 
subtract the second payment, and in lifie manner from one payment to another, 
until full payment or the time of judgment. 

When the money due is tendered to the person entitled to it, and he 
refuses to receive it, the interest ceases. 

INTEREST. — The amount charged for the use of money, usually on a 
percentum basis. 

The legal rates of interest in the United States vary greatly in the 
different States and Territories, and we append a table of the interest laws 
compiled from the most recent data. 

By the "legal rate" is meant that rate of interest which would be fixed 
bj' a court of law in case no rate had been determined by agreement or 
contract. 

AivABAkA. — Eight per cent. Penalty for usury, loss of interest. 
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Arizona. — Legal rate seven per cent, per annum. Any rate may be 
agreed upon in writing, and by agreement in writing it may be compounded. 

Arkansas. — Six per cent. Parties may agree verbally or in writing 
for ten per cent. Legal rate when no agreement, six per cent. All over 
ten per cent, is void as to principal and interest. If contract, for interest, 
is in writing, it should read "until paid," as otherwise, when merged in 
judgment, it will only bear six per cent, interest. 

California. — Parties may agree in writing for the payment of any 
rate of interest whatever, compounding or otherwise, and it shall be allowed 
until entry of judgment. On judgments seven per cent, is allowed. Seven 
per cent, is allowed where no rate is fixed by the parties, or the agreement is 
not in writing. Interest cannot be collected on open accounts unless agreed 
upon. 

Colorado. — The legal rate of interest on the forbearance or loan of 
any money, and on claims, judgments and accounts, in the absence of any 
express agreement between the parties, is eight per cent, per annum. The 
parties may stipulate in any bond, bill, promissory note or other instrument 
in writing, for the payment of a greater or higher rate of interest than eight 
per cent, per annum, and such stipulation may be enforced in any court of 
competent jurisdiction. 

Connecticut. — Any per cent, by way of interest or discount may be 
reserved in writing. In the absence of a written contract, made in the 
State, six per cent, only is recoverable ; on contracts made out of the State, 
tlie legal rate of the State where made governs. 

Delaware. — Six per cent. No higher rate can be agreed on between 
parties. Penalty for usury, forfeiture of a sum equal to the amount loaned. 

District oe Columbia. — The rate of legal interest is six per cent, 
but by written contract may be higher — not exceeding ten. If any greater 
rate than ten per cent, be received upon agreement in writing, or any greater 
than six per cent, by verbal agreement, the whole interest will be forfeited. 

Florida. Eight per cent. On special contracts any rate may be 
charged up to ten per cent. Penalty for usury, forfeiture of interest. 

Georgia. — Seven per cent. Eight per cent, is allowed on special con- 
tract in writing. Excess of interest forfeited on plea of usury. Open 
accounts bear interest as follows : "All accounts of merchants, tradesmen, 
and mechanics, which by custom become due at the end of the year, bear 
interest from that time upon the amount actually due when ascertained. 

Idaho. The legal rate of interest in Idaho is as follows : When there 
is no express contract in writing fixing a different rate of interest, interest 
is allowed at the rate of seven cents on the hundred by the year on: (i) 
fnoney due by express contract; (2) money after the same becomes due; 
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(3) money lent; (4) money due on a judgment of any competent tribuna! 
or court; (5) money received to the use of another and retained beyond a 
reasonable time without the owner's consent, express or implied; (6) money 
due on a settlement of .mutual accounts from the date the balance is ascer- 
tained; (7) money due on open accounts after three months after date of last 
item. Parties may agree in writing to pay twelve per cent, per annum. 
Any judgment rendered on such contract would bear interest at the rate of 
seven per cent, per annum. The penalty for a greater rate than above 
specified is as follows : When a greater rate of interest than above specified 
has been contracted for, such contract works a forfeiture of ten cents on the 
hundred by the year on the amount of such contract to the school fund. The 
court must render judgment for said ten per cent, in favor of the State for 
the use of the school fund of the county, and the plaintiff is to have judgment 
for the principal sum less all payments of principal or interest theretofore 
made, and without interest or costs. 

Illinois. — Five per cent, is allowed when no rate is specified. In all 
written contracts, parties may agree on any rate of interest not exceeding 
seven per cent. On usurious contracts the entire interest is forfeited. 
Open accounts do not draw interest if disputed, unless delay of judgment is 
shown to be unreasonable and vexatious. 

Indiana. — The legal rate of interest is six per cent., but if a higher 
rate be contracted for in writing it can be recovered, not exceeding eight 
per cent. If more than eight per cent, is contracted for, but six per cent, 
can be recovered. Where interest not exceeding eight per cent, has been 
voluntarily paid it cannot e recovered. Interest on a closed account 
can be collected from the day the itemized bill is rendered and payment 
demanded. Judgments cannot bear more than six per cent, interest. 

Indian Territory. — Legal rate is six per cent., but ten per cent, may 
be charged by contract. Usurious contracts are void and forfeit principal 
and interest, even in the hands of an innocent purchaser before maturity. 

lowA. — Six per cent, is the legal rate. Parties may agree in writing 
on any rate not exceeding eight per cent. If a rate of interest is contracted 
for greater than this, it works a forfeiture of ten per cent, on ahiount of 
contract to school fund, and the creditor can have judgment for the principal 
sum only without interest or costs. 

Kansas. — Regular rate six per cent.Partips may agree in writing on 
any greater rate not exceeding ten per cent. If more than ten per cent, be 
contracted for; the party forfeits double the sum in excess of that per cent. 

Kentucky. — The rate of interest is fixed at six per cent., and the con- 
tract for more is void. The lender may recover the amount actually loaned 
with lawful interest. The law does not allow interest on open accounts, 
unless specific agreement to pay the account at a definite time can be proved. 
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LousiANA. Legal rate five per cent, per annum ; conventional interest 
expressed in writing, may be as high as eight per cent. Debts bear legal rate 
of interest from maturity only, unless otherwise stipulated. Compounding 
of interest is not lawful. The full face of a promissory note, or other writ- 
ten obligation to pay money is recoverable, although it may include a greater 
rate of interest or discount than eight per cent, per annum. 

Maine. — Six per cent. There is no limit of the rate of interest which 
can be fixed bv contract. 

Maryland. — Six per cent, per annum ; no higher rate is allowed. To 
take advantage of usury, the debtor must tender the principal and legal 
interest. The contract is only invalid for the excess of interest charged or 
taken. Usurious interest once paid cannot be recovered after principal 
■debt has been paid. 

Massachusetts. — Six per cent, is the legal rate of interest when there 
is no agreement for a different rate ; but any rate of interest may be received 
or contracted for between parties, provided, however, that no greater rate 
than six per cent, can be recovered in any suit unless the agreement to pay 
the same is in writing; and provided also that all loans for less than $i,ooo 
may be discharged on payment of principal sum actually borrowed with 
interest at eighteen per cent, and not exceeding $5.00 for all expenses ; but 
lender may have at least six months' interest at that rate if loan paid within 
that time. No bond of a corporation shall bear more than seven per cent. 

Michigan. — Legal interest is five per cent. Parties may agree in 
writing for any rate not exceeding seven per cent. If the contract sued on 
bears more than six per cent., then the judgment, when rendered, will bear 
the same rate as the contract or obligation sued on. The penalty for taking 
usurious interest is a forfeiture of the entire interest. 

Minnesota. — The rate of interest, unless a different rate is contracted 
for in writing, is six per cent., and the highest rate that can be contracted 
for is ten per cent. A contract to pay interest not usurious upon interest 
overdue is valid. All contracts that be at the same rate of interest after 
Ihey become due as before, and any provision in a contract, note or othei 
instrument providing for an increase of the rate of interest upon maturity 
will work a forfeiture of the entire interest. Every person who for any loan 
or forbearance shall have paid or delivered any greater sum or value than the 
rate of interest allowed by the law may recover from the person who has 
received the same, or his personal representatives, the full amount of interest 
so paid. The action must be brought within two years. One-half of the 
amount recovered must be paid to the county treasurer for the use of the 
common schools. All bonds, bills, notes, assurances, conveyances, chattel 
mortgages and all other contracts and securities, and all deposits of goods. 
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or anything whatever, whereupon or whereby there shall be reserved, secured 
or taken any greater sum or value for the loan or forbearance of any money, 
goods or things in action than is allowed by law is void, except negotiable 
paper in the hands of a bona fide purchaser for value without notice of the 
usurious transaction. 

Mississippi. Six per cent. Parties may agree in writing on any rate 
not exceeding ten per cent. If usurious interest be stipulated for, the effect 
is to forfeit all the interest, and it may be recovered by the debtor or his 
representative, if paid. Local building and loan associations dealing alone 
with their own members in this State not subject to usury law. 

Missouri. — The legal rate of interest is six per cent. Parties may 
agree in writing upon any rate not exceeding eight per cent. Open accounts 
do not draw interest without proof of an express promise to pay interest. 
Accounts that are due draw interest from the date on which demand of pay- 
ment is made. Usurious interest paid may be applied in payment of the 
principal debt, and proof of the exaction of usurious rates of interest shall 
invalidate and render illegal any lien, mortgage, or pledge of personal 
property, made to secure such indebtedness. 

Montana. — Parties may stipulate for any rate of interest. Where no 
contract is made as to interest, the legal rate, ten per cent, per annum, governs 
after debt is due. There is no usury law. 

Nebraska. — Seven per cent, is the legal rate, or any rate agreed upon 
not exceeding ten per cent., on express contracts. If more is exacted, the 
contract remains good as to principal, but all the interest is forfeited. 

Nevada. — Where there is no express contract in writing, fixing a 
different rate of interest, interest shall be allowed at the rate of seven per 
cent, per annum, for all moneys after they become due upon any bond, bill, 
or promissory note, or other instrument in writing, on any judgment recov- 
ered before any court in this State, for money lent, money due on settlement 
of accounts, from the day on which the balance is ascertained, and for money 
received for the use of another. Parties may agree in writing for the pay- 
ment of any rate of interest whatever upon money due, or to become due on 
any contract. Judgments rendered upon contracts shall conform thereto, 
and bear the interest agreed upon by the parties, which shall be specified in 
the judgment; provided only the amount of the original claim or demand 
shall draw interest after judgment. Interest cannot be made to compound, 
even where it is so stipulated in written agreement (so decided by the 
Supreme Court and never overruled). 

New Hampshire. — Interest limited to six per cent., unless smaller 
rate stipulated. Penalty for usury, forfeiture of three times the amount of 
illegal interest received to the party aggrieved who will sue therefor. If 
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the interest on a note is paid annually, the holder is entitled to recover simple 
interest on each year's interest from the time it is due until it is paid. 

New jERSilY. — Six per cent. All contracts for a higher rate are void. 
In actions brought to recover usurious debts, the creditor can only recover the 
actual amount loaned, without interest or costs of suit, and any amount paid 
by way of interest shall be deducted from the amount actually loaned. 

New Mexico. — Six per cent, is the legal rate of interest, but parties 
may agree in writing for any rate of interest not exceeding twelve per cent. 
Open accounts bear interest at six per cent, from six months after the date of 
last item in the account. Judgments bear the same interest as contract sued 
on, and in absence of any specified rate, six per cent. 

New York. Six per cent, is the legal rate. All bonds, notes, con- 
tracts, securities, etc. (except bottomry and respondentia bonds), whereby 
a greater rate is reserved, or taken, or agreed for, are absolutely void. The 
lender upon an usurious rate can recover neither principal nor interest. But 
corporations cannot plead usury as a defence. Usury is also a misdemeanor 
punishable by fine and imprisonment. In case of loans payable on demand, 
for not less than $5,000, for the re-payment of warehouse receipts, bills of 
lading, certificates of stock, bills of exchange, bonds, or other negotiable 
instruments are pledged as security, any rate of interest may be agreed upon 
in writing. 

I^^ORTH Carolina. — Six per cent. ; or if usurious interest has been paid, 
double the amount may be recovered by action brought within two years. 
The only penalty for illegal interest is the loss of the whole interest. 

North Dakota. — Legal rate of interest seven per cent, per annum. 
Excess above twelve per cent, usury, and usury is forfeiture of entire interest. 
Judgments draw interest at seven per cent, per annum only regardless of 
the rate specified in the contract upon which the judgment is recovered. 

Ohio. — The legal rate is six per cent. Special contracts may be entered 
into, stipulating for the payment of interest at any rate not exceeding eight 
per cent. 

OkIvAhoma Territory. — The legal rate is seven per cent. No limi- 
tation in contracts. (See Judgments.) 

Oregon. — Six per cent, per annum is the legal rate ; but parties may 
agree in writing for a rate as high as ten per cent, per annum. 

Pennsyevania. Six per cent. A contract for a higher rate is void 
as to the excess over six per cent., and such sum, if paid, may be recovered 
by suit brought within six months. A fair purchase of a bond or note may 
be made at any discount, without being usurious. 

Rhode Island. — The legal rate of interest is six per cent, when no rate 
is agreed upon by the parties. Any rate fixed by the contracting parties is 
legal. 
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South Carolina. — No greater rate of interest than seven (7) per cent, 
per annum can be charged upon any contract arising in the State, except upon- 
written contracts, wherein, by express agreement, a rate of interest not 
exceeding eight (8) per cent, may be charged. No person or corporation 
lending or advancing money or other commodity upon a greater rate of 
interest shall be allowed to recover in any court in this State any portion of 
the interest so unlawfully charged, but may only recover the principal so lent 
or advanced without any interest and without costs. Any person or corpora- 
tion receiving a greater rate of interest than eight (8) per cent, shall not only- 
forfeit the interest, but also double the sum received, to be collectd by a 
separate action, or allowed as a counter claim to any action brought to recover 
the principal. A. A. 1898, Sec. 3, provides : That the borrower, and his 
heirs, devisees, legatees or personal representative, or any creditor or any 
person having a legal or equitable interest in the estate or assets of such 
borrower, may plead the benefit of the provisions of this act, as plaintiff or 
defendant, and the same shall be effectual at any suit at law, or in equity, and 
any person offending against the same shall be compelled to answer on oath, 
any complaint that may be exhibited against him for the discovery of any 
sum of money or things in action, so charged, agreed upon, reserved or taken, 
in violation of the foregoing provisions, or either of them. Open accounts- 
do not bear interest, except by written agreement, except on claims against 
corporations. Judgments bear interest at seven per cent. 

South Dakota. — The legal rate of interest is seven per cent, per annum, 
but persons may contract in writing for interest up to the rate of twelve per 
cent, per annum. The penalty for taking interest above the rate allowed is. 
the forfeiture of the entire interest contracted for. If interest above the rate 
allowed has been paid, the person who paid it can recover from the person- 
receiving the same the amount of interest paid. The taking of a greater 
amount of interest than is allowed by law is a misdemeanor, and is punish- 
able by fine and imprisonment, or both. 

Tennessee. — Six per cent, is the legal rate of interest; any contract: 
for a higher rate of interest is usurious. Usury appearing on the face of an 
instriunent renders it void- aitogetherj-otherwise the -debtor can avoid only 
the excess over legal interest. 

Texas. — On written contracts ascertaining the sum payable, when no- 
rate of interest is agreed upon, six per cent, from the time when the sum is- 
payable; parties to written contract may stipulate for any rate of interest 
not exceeding ten per cent, per annum on the amount of the contract ; upon^ 
open accounts, when no specified rate of interest is agreed upon, interest is^ 
allowed at six per cent from the first day of January next after the accounts. 
are made; judgments bear six per cent, interest, except when the judgment 
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"is founded upon a contract which bears a specified rate of interest greater 
"than six per cent-., and not over ten per, cent., in which case the judgment 
■bears interest at the same rate as the contract. Written contracts which 
directly or indirectly stipulate for more than ten per cent, interest are void 
:for the whole amount of the interest, but the principal may be recovered. 
If usurious interest is paid, the person paying the same may, by an action 
brought within two years, recover double the amount of the interest paid. 

Utah, — Legal rate, eight per cent. ; by contract, any rate that may be 
i^agreed on, 

Vermont. — Six per cent, is the legal rate, and interest beyond that rate 
may be recovered back. 

Virginia. — Legal rate at six per cent. Where no rate of interest is 
. agreed upon the debt bears six per cent. 

Washington. — Legal rate seven per cent., and all contracts shall draw 
interest at legal rate after due, except otherwise provided for in writing in 
the contract. Any rate not exceeding twelve per cent, may be agreed upon 
in writing between the parties. If a greater rate than twelve per cent, be 
■contracted for, the contract shall not therefore be void, but in any action on 
such contract, if proof be made that any greater rate has been directly or 
indirectly contracted for, reserved, or taken, plaintifif shall only recover the 
principal less double the amount of interest accruing thereon, and the defend- 
ant shall recover costs. Statute does not affect existing contracts, or muni- 
cipal or other public bonds, the rate of interest upon which is provided by law. 

West Virginia. — Six per cent, is the legal rate. The debtor can avoid 
-the excess over six per cent, if he desires, on contracts for more than the 
legal rate." 

Wisconsin. — Six per cent, is the legal rate. Parties may agree in writ- 
ing on any rate not exceeding ten per cent. Any usurious agreement whereby 
more than ten per cent, is agreed to be paid, forfeits the whole interest, but 
leaves the principal debt collectable. Compound interest may be contracted 
^or by written contract, 

Wyoming. — The legal rate of interest, where there is no agreement 
.between the parties, is eight per cent, per annum. Parties may stipulate for 
ithe payment of a higher rate of interest, but not exceeding twelve per cent. 

Unsettled accounts draw interest after thirty days from date of last item. 

If proof in any action shows a greater rate of interest has been contracted 
rior, only the principal can be recovered and without costs. 
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INTEREST COMPUTED ON DAII,Y BAEANCES. 



Date. Dr. Cr. 

Jan. 2 $ 326 29 

3 439 58 

4 1,627 88 

S 1,242 88 

6 

7 1,280 88 

8 

9 1,660 27 

10 

II 1,210 76 

12 

13 

14 1,038 41 

IS $247 34 

16 14 21 

17 39 21 

18 1,054 71 

19 838 04 

20 

21 994 55 

22 1,134 25 

23 1,095 70 

24 1,082 IS 

25 949 IS 

26 

27 

28 846 90 

29 864 20 

30 927 19 

31 43 31 



To find amount of interest chargeable on above daily balances at 5 per 
cent., multiply total of balance of daily balances by rate and divide by 360, 
obtaining $40.76 as the answer. A shorter way is to divide the days by 
the rate and with remainder divide total of balance of daily balances. The 
two columns to the right of the "Balances" column illustrate another method 
of obtaining the same result. 

SIX PER CENT. INTEREST RULE. 

Divide principal by 6. If no cents are expressed in principal, place 
decimal one point to the left, and if cents are expressed in principal, place 
decimal three points to the left, which will give the interest for one day, 
which multiply by the number of days of interest required, and the result 
will be the amount of interest due. 
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Interest 


Balances. 




Numbers. 


Dr. 


Days. 


Dr.-Cr. 


$ 326 29 


I 


3 


76s 87 


I 


8 


2,393 7S 


I 


24 


3,636 63 






3,636 63 


2 


73 


4,917 SI 






4,917 SI 


2 


98 


6,577 78 






6,577 78 


2 


132 


7,788 54 






7,788 54 






7,788 54 


3 


234 


8,826 95 


I 


88 


8,579 61 


I 


86 


8,593 82 


I 


86 


8,633 03 


I 


86 


9,687 74 


I 


S7 


10,525 78 






10,525 78 


2 


211 


11,520 33 


I 


IIS 


12,654 58 


I 


127 


13,750 28 


I 


137 


14,832 43 


I 


148 


15,781 S8 






15,781 S8 






15,781 S8 


3 


474 


16,628 48 


I 


166 


17,492 68 


I 


I7S 


18,419 87 


I 


184 


18,376 S6 


I 


183 


$293,508 03 


2,93S 



Example,: Find interest on $1,249.32 for 78 days at six per cent, per 
annum. 

Operation: $1,249.32 divided by 6 equals 20.822; multiplied by 78 
equals $16.24116. Answer, $16.24. 

For three per cent., cut amount in two ; for four per cent., deduct one- 
third ; for five per cent., deduct one-sixth ; for seven per cent., add one-sixth ; 
for eight per cent., add one-third ; for nine per cent., add one-half, and for 
ten per cent., add two-thirds. Or, four per cent., multiply interest by 4 and 
divide by 6 ; for five per cent., multiply interest by 5 and divide by 6 ; for 
seven per cent., multiply interest by 7 and divide by 6 ; for eight per cent., 
multiply 8 and divide 'by 6; for nine per cent., multiply by 9 and divide by 6, 
or add one-half amount of interest; for ten per cent., multiply by 10 and 
divide by 6. 

ANOTHER rule;. 

Required the interest on $250 for 63 days at 6%. 

1. The rate for one year is 6%. 

2. The rate for 1-6 year, or 2 months, is 1%. 

3. 1% of $2So=$2.so, interest for 60 days. 

4. 1-20 of $2.So=$o.i2j^, interest for 3 days. 

5. %2.62y2 interest for 63 days. 

TWEI^VE PER CENT. INTEREST RULE. 

Remove decimal in principal two places to the left; multiply by time 
stated in months, and decimals of a month; multiply the produce of rate 
per cent., and divide that product by 12. 

We may simplify and shorten the process by observing the proportion 
which the required rate bears to 12. For example, deducting 1/6 frorn itself 
from 12 gives us 10; deducting ^4 of itself from 12 gives us 9; deducting 
1/3 of itself from 12 gives us 8; dividing 12 by 2 gives us 6; adding 1/6 of 
itself gives 7; deducting 1/6 of itself from 6 gives 5 dividing 12 by 3 gives 
4, etc. 

The following will be found to be excellent rules ior finding the interest 
on any principal for any number of days. When the principal contains 
cents, point off four places from the right of the result to express the interest 
in dollars and cents. When the principal contains dollars only, point off two 
places. 

Four per cent. — Multiply the principal by the number of days to run, 
and divide by 90. 

Five per cent. — Multiply by number of days, and divide by y2. 

Six per cent. — Multiply by number of days, and divide by 60. 

Seven per cent. — Multiply by number of days, and divide by 52. 

Eight per cent. — Multiply by number of days, and divide by 45. 

Nine per cent. — Multiply by number of days, and divide by 40. 
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Ten per cent. — Multiply by number of days, and divide by 36. 
Twelve per cent. — Multiply by number of days, and divide by 30. 
Fifteen per cent. — Multiply by number of days, and divide by 24. 
, Eighteen per cent. — Multiply by number of days, and divide by 20. 
Twenty per cent. — Multiply by number of days, and divide by 18. 
Twenty- four per cent. — Multiply by number of days, and divide by 15. 

SIMPLE INTEREST. 

Simple interest is interest on the amount of the principal during the 
period of the use of the money. Thus : 

6% on $100.00 for 2 years is $12.00. 

6% on $icx).oo for 12 years is $12.00 

Compound interest is interest on the amount of principal and interest 
accrued and unpaid. Thus : 

f>Jo on $100.00 for 2 years is 

First year 6% on $100.00 , $6.00 

Second year 6% on $106.00 6.36 

Total $12.36 

In some building societies simple interest is allowed on monthly pay- 
ments on shares until said shares are matured, or fully paid. 

A good rule to ascertain the amount of such interest on twelve monthly 
payments of $1 each is as follows : 

Divide number of months (13) by two and add h&lf a month^6^. 
Multiply by number of months (12)^78 months on which to compute inter- 
est on $1 at 6 per cent, per annum. 

I X 6 X 78 468 

12 ^ i2^3gc 

HOW TO CALCULATE EQUAL PAYMENTS OF PRINCIPAL AND INTEREST. 

Example : A department of a store was sold for $10,000, the purchaser 
to pay the purchase money in six equal semi-annual payments of principal and 
interest, the interest being at the rate of 6 per cent, per annum. What is the 
amount of semi-annual payments, and how do you arrive at the solution ? 

Let X:=aniount of semi-annual payment. 
$io,ooo.oo=pr:ncipal. 

300.oo^ist 6 nios. interest. 

$10,300.00 

$10,300 — X=bal. due after ist payment has been made. 

1.03(10300) — X) — X] — X=bal. due after 2nd payment has been made. 

1.03 [1.03 (10300 — X) — X] — X=bal. due after 3rd payment has been made. 

1.03 -{ 1.03 [1.03 (.10300— X)—X]—X-{ —X^bal. due after 4th payment 

has been made. 
1.03(1.03^ 1.03 [1.03 (10300— X)—X]—X -{ —X)-^X=bal. due after Sth 

payment has been made. 
l.O3[i.03 (1.03^ 1.03 [1.03 (10300— X)—X]—X^—X)—X]— X=o=bal. 

due after 6th pajTnent has been made. 

Reducing above equation 11940.52296529 — 6.4684og8843X=o. 

X=i 1940.52296529 6.4684098843=$i84S.97S 
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PROOF. 
10000.00 =princ)pal. 
300.00 =6 mos. int. 



10300.00 
i84S.97S=ist payment 



84S4.02S=bal. 
253.621=6 mos. int. 



8707.646 
i84S.97S=2nd payment 



686i.67i=bal. 
205.85 =6 mos. int. 



7067.521 
i845-97S=3rd payment 



522i.S46=bal. 
156.645=6 mos. int. 



S378.191 
i84s.975=4th payment 



3532.2i6=bal. 
105.966=6 mos. int. 



3638.182 
i845.975=Sth payment 



1792.207 
53.766=6 mos. int. 



1845973 
i845.975=6th payment 



It is apparent that the six installments together with interest 6 per cent, 
per annum, compounded semi-annually from date of each installment to date . 
of last installment, must equal the principal ($10,000), with interest at 6 
per cent, compounded semi-annually from date of contract to date of last 
installment (three years). This being the case, it is only necessary to divide 
the amount of the principal for the time stated at compound interest 
($11,940.52) by the sum of the amounts of $1.00 at compound interest for 
several periods intervening between date of installments and last installment, 
thus: 

$1 for 2^ years— 1.159274 First install. 
2 years — 1. 125509 Second install, 
i}^ years — 1.092727 Third install. 
I year — 1.060900 Fourth install. 
Yi year — 1.030000 Fifth install. 
o year — i. 000000 Sixth install. 



6.468410 
$11,940.52— 6.4684io=$i845,975. Amount of semi-annual installment 
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If the first installment is payable on date of contract instead of six months; 
thereafter, as is assumed above, then the result is obtained by dividing the- 
amount of $10,000.00 for 2^ years at 6 per cent. ($1 1,592.74) by 6.468410. 
which gives $1792.21 as the amount of the semi-annual installment. 

INTEREST AND DISCOUNT ACCOUNT.— An account represent- 
ing revenue derived from interest earned, discounts on purchases, and 
expenditures on account of interest due and discounts allowed to customers. . 

INTERLINEATION.— (Com. Law).— Writing between two lines, 
are made either before or after execution of the instrument. Those made 
before should be noted on the instrument previously to its execution ; those- 
made after are considered as "made either by the party in whose favor they 
are made or by strangers.'" When made by the party himself, whether the- 
interlineation be material or immaterial, they render the deed or instrument 
void, unless made with the consent of the opposite party. 

When the interlineation is made by a stranger in an instrument in the- 
hands of the promisee, though without his knowledge, if it be immaterial it: 
will not vitiate the instrument; but if it be material the instrument is, ini 
general, avoided. Otherwise if the instrument be in the hands of a stranger. 

The insertion of the words "or order," without the consent of the maker, 
constitutes a material alteration which avoids the note. 

Where interlineations in a deed are in the handwriting of the officer - 
who attested it officially, the presumption is that they were made at or 
before the execution of the instrument. But if there is ground of suspicion, 
the law presumes nothing, but leaves the question of the time when, the person 
by whom, and the intent with which it was done, to the jury, upon proofs to 
be adduced by the party offering the instrument. In cases of negotiable- 
instruments the holder is held to clearer proof than in «ases of deeds. 

INTRINSIC VALUE OF STOCK.— The market or realizable value- 
as opposed to the par value. 

INVENTORY. — A schedule of assets or property. 

The annual account of stock of a business. 

An itemized list of goods or valuables with prices attached. 

Inventories of goods are taken at cost, except where realizable value- 
is affected by market fluctuations. It has, however, been contended that' 
the value of a stock in trade should be computed on selling prices less 
average trade profit, for the reason that any profit realized over and above; 
the average trade profit is, in reality, a profit on buying and not on selling. 
Thus, if a merchant has an opportunity to purchase a stock at much less- 
than market prices and sells the stock at regular retail prices, the profit on 
the transaction is much greater than if the stock had been purchased in the- 
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ordinary way, and the excess profit, it is claimed, was obtained in the buying 
and not in the selling. 

In a case of this kind it would be quite correct to value the stock in the 
inventory at market price instead of at cost. 

For taking inventory, it is convenient to have specially ruled blanks, 
which can be obtained of most manufacturing stationers. These blanks 
are provided yvith columns for quantities, description, price, check column, 
<imount, while the heading of the sheet is arranged to provide for date of 
inventory, name of clerks taking it, and name of clerks checking extensions. 

In the hardware and some other businesses, it is necessary to provide 
columns on the inventory sheets for cost pric^, trade discount, and net 
amount, as shown on the accompanying illustration. 
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As an inventory progresses, odd lots of shop-worn articles and poor 
sellers should be given a distinguishing mark, so that special attention may 
be given them with a view to adopting some fnethod for their disposition. 

One person should call off the items and another enter them, after 
which they should be "called back." As soon as the goods are taken down 
and you leave for another part of the stock, mark the place "taken," so that 
if any of the goods are sold before the inventory is completed they may be 
■deducted from the total amount. To do this properly a book should be kept 
of "goods sold during the inventory," and at the close deduct the total 
amount from the inventory. 

It will be quite an advantage to head the pages of the inventory, men- 
-tioning the separate parts of the store, as, for instance : "First floor, east 
side;" "Second floor, west side;" "Cellar," etc., in order that it may be 
•convenient for ready reference in time to come, as well as for present use, as a 
"stock memorandum" from which to order up such goods as may be needed 
for future trade, making it also easy to locate the stock. 

The treatment of inventory on books of account seems to tend to the 
establishment of a separate inventory account instead of crediting merchan- 
■dise account with the amount of same. The advantage of this method is 
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that merchandise can then be divided into two accounts, purchase account 
and sales account, each of which will contain no elements except those they 
areintendedto represent. The inventory account will stand unchanged until 
new inventory is taken. 

A large number of book-keepers do not seem to thoroughly understand 
the method by which inventory is brought into the books, and we therefore 
append the following explanation : 

At the close of the year the books will show amount of goods pur- 
chased and amount of goods sold, but not the amount of goods on hand. 
To remedy this omission, inventory is taken and the amount charged as an 
asset and credited either to purchase account as a reduction of cost, or it 
may be credited direct to profit and loss. It should be understood, however, 
that while the amount of the inventory can be credited as above indicated 
direct to profit and loss, the inventory itself is not a credit to profit and loss, 
but only represents the excess of sales over purchases. Thus, the purchases 
for a year amount to $8,765.94, and the sales $12,395.40; the inventory at 
the close of the year is $2,674.80, and by deducting the inventory from the 
purchases, we find that the cost of the goods sold;was $6,091.14; thus show- 
ing a gross profit on the sales of $6,304.26. This profit can be transferred 
to profit and loss by charging the balance of purchase account and crediting 
the balance of sales account and inventory account thus : 

PROMT AND LOSS. 

Dr. Cr. 

Purchases $8,765 94 Sales $12,395 4° 

Inventory. . . . 2,674 80 
Or, where a merchandise account is kept, the inventory can be credited 
to Merchandise account and incorporated in the balance of that account. 
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which is transferred to Profit and Loss. The ideal method, however, is, in 
our opinion, to carry three accounts on the books, one for purchases, one 
for sales, and one for inventory. At the close of the year open a temporary 
account called a "Trading Account;" credit Purchase account and charge 
Trading account with the amount of the net purchases ; charge Sales account, 
credit Trading account with the amount of net sales; chargd Inventory 
account, credit Trading account with the amount of new inventory, and to 
close out the old inventory credit Inventory account and charge Trading 
account. The balance of the Trading account will then show gross profit. 
Into this Trading account should also be closed labor of manufacturing 
product and other costs of production. (See also Trading Account.) 

INVENTORIES PERPETUAL AND APPROXIMATE.— The 
perpetual inventory is a daily record of quantities and cost value of goods 
bought and sold, each article having a separate account or page (as in Con- 
signment Accounts) and the difference between purchases and sales repre- 
senting the value of stock on hand. Such an inventory can also be kept 
by ruling a column in the sales book in front of the charge, in which the 
cost of the goods sold will be entered. The footing of this column will then 
always give the cost of goods sold to date, and consequently the^value of the 
goods remaining on hand by the following calculation : 

Inventory last taken, $ 

Add purchases. 

Deduct cost of goods sold. 

Difference will be present inventory. 

Either of these methods is very laborious and involves much extra 
expense, while the results are rarely commensurate with the expenditure of 
time and money involved, for the reason that while the books may show that 
there should be a certain number of articles on hand, an actual inventory 
might develop the fact that a large number of these articles were missing. 

In the boot and shoe business, hat and cap and clothing business, per- 
petual inventories are quite common, as also in any kind of business where 
articles are bought and sold in original packages. We append a descrip- 
tion of a method of keeping such an inventory in the boot and shoe business,, 
together with illustrations of form of stock book kept in thi& business. 

The following sketch will illustrate the manner in which a record of 
stock is kept by a firm handling about twenty-five or thirty grades of shoes,. 
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each of which is known by a certain mark or number, the cost of eacK 
different mark being known only by a portion of the employees. 
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There are two columns for each grade, the first one being used for 
purchases and the second one for sales ; to avoid confusion, red ink is used 
for the sales columns. 

The first line, "Inventory," is used for denoting the stock of each grade 
on hand at the time of the annual inventory, and the figures are placed in 
the purchase column. 

At the end of each month the total purchases are entered in the purchase 
column, the total sales in the sales column, the latter being deducted from the 
former, gives the stock on hand. 

The figures for these monthly totals are easily arrived at. 

The receiving clerk, when making his report of goods received, simply 
turns in a list of the various marks, with the number of pairs received of each 
mark. These reports are given to the book-keeper, who keeps a record of 
ihem in a rough book, from which the totals are transferred monthly to the: 
stock book. 

As the book-keeper posts quantities as well as amounts to his purchase 
and sales accounts in his ledger, the difference between the quantities in these 
two accounts must agree with the stock on hand as shown by the stock book. 
The sales of each grade are taken daily from the sales book and the totals 
entered in their respective columns (in red ink) in the stock book monthly^ 
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There is no extra work attached to the recording of the purchases, as the 
goods have always to be checked over and marked. As to the sales, it is a 
matter of only a short time for one of the clerks to do this daily when enter- 
ing up the sales books from the sales slips. 

Approximate inventories can only be satisfactorily made in businesses 
where it is possible to find an average profit on sales. Thus, if 33 1/3 per 
cent, is added, as a rule, by deducting 25 per cent, from the gross sales, we 
will obtain the average cost of goods sold. By adding together last inven- 
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tory and purchases and deducting cost of goods sold, the remainder will 
represent approximately the value of goods remaining on hand, as per 
following illustration: 

Raw material, etc $328,981 29 

Deduct from gross sales $190,708 ly 

33 1-3 per cent 63,569 39 

Cost of goods sold 127,138 80 

Estimated present inventory $201,842 49 

Cost of goods sold $127,13880 

so per cent 63.569 40 

$190,708 20 

INVESTMENT. — A title frequently given by merchants ^ho are 
sole proprietors of the business to an account representing their original 
capital and the accretions to or deductions therefrom. 

In a partnership, the amount contributed by each partner to the capital 
of the partnership. 

Generally, a sum paid in purchase of property. 

INVESTMENT ACCOUNT. — ^An account representing moneys 
expended in property outside of the regular order of business. Thus, a sur- 
plus is sometimes invested in outside enterprises or in stocks, bonds, etc. 

INVESTMENT FUND.— The amount diverted from profits for the 
purchase of securities when the surplus cannot be profitably used in the 
development of a business. Called a "Fund," when a specified appropria- 
tion is made yearly for the purpose of establishing a reserve against certain 
eventualities. 

INVOICE. — A bill for goods sold or purchased. 

An inventory. 

Every store should have some system of keeping track of invoices from 
the time they are received unt?l they are finally entered upon the books. It 
should be a system that will fix the responsibility beyond question for every- 
thing that is done in connection with each invoice. A good plan is to have a 
rubber stamp, something like this : 

Computation Ex'd by 

Checked by 

Marked by 

Prices Ex'd by 

Entered by 

As fast as the invoices are received put this stamp upon them. The 
invoice should then be examined as to the correctness of computations, and 
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the one that does this should put his name on the second line in the form. 
The person who checks the bill to ascertain that all the goods billed have been 
received, writes his initials on the third line; the one that marks the goods 
should write his on the fourth, and the one who examines the prices, to see 
that you are not being overcharged, should write his on the fifth line. This 
leaves the sixth for the name of the book-keeper, who finally enters the invoice 
on the books. 

Every one of the operations described should be carefully followed out 
on every invoice that you receive. It will be found in almost any business 
that the time required for this will be much more than paid for by the errors 
and shortages that will be discovered. If any question arises as to the check- 
ing of goods or marking of prices on any line of goods, you have but to refer 
to the original invoice to find out who is responsible for each of these matters, 

( See also Order Blanks. ) 

INVOICE BOOK. — Generally a book in which purchase invoices are 
posted. These books are manufactured with total and distribution columns, 
thus possessing the features of both a file of original bills and a purchase 
record. 

INVOICE COPY BOOK. — An impression book in which invoices are 
copied. Where this method is employed the postings to customers' accounts 
are usually made from the impression book. 

INVOICE LEDGER. — A term sometimes used to designate a bought 
or purchase ledger. 

We append an illustration of an Invoice Ledger on the tabular principle : 

JANUARY, 1901. 



Names 



^fflm- Billnce D="« F""" debits Date ^-^f^ Folio 



C-dits gCrf^i^ 



IRON AND STEEL BUSINESS ACCOUNTING.— The accounting 
necessary for businesses of this description possesses some similar character- 
istics to those of any other manufacturing business. The system of account- 
ing must be so devised as to exhibit the cost of all articles manufactured and 
to keep an accurate account of all material used and labor performed. The 
majority of the work done by companies of this kind is by contract, so that 
on the main books accounts are carried with contracts rather than with 
individuals, these accounts being closed on completion of the work by transfer 
to profit and loss account. In such cases a double index is used which refers 
to both contracts and customer. 
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The following is a form of cost record used by some large iron con- 



cerns : 



Co 


St Sheet „... 
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Materials 


Cost 


• 


Materials used 


Yield 


Amount 


Rate per ton 


Kate per ton 
last year 


Materials: — 


T. Cwt. 


T. Cwt. 


T. Cwt. 


$.... 


$.... 


$.... 


* 




















Wages 

Repairs 


- 






Carriage 

Depreciation: — 












Establishment per 
cent 









































The purchase record of such a company would be provided with separate 
columns for weight, total amount, and distribution, columns for pig iron, 
scrap iron, coal, stores, sundries, etc. (See also Factory Cost Accounting.) 

ITEMIZING. — The act of setting forth particulars in detail instead 
of in totals. 

In retail stores bills are frequently itemized on the ledger so that state- 
ments may be readily made of an account at any time without reference to 
the somewhat rough sales records generally in use. It is the practice in a 
number of retail stores to render itemized monthly statements, so that cus- 
tomers may compare the items with their bills, pass books, or other records. 
(See Retail Store Accounting.) 

JOBBING BUSINESS ACCOUNTING.— The peculiarity of 
accounting for such a business is that it frequently happens that jobbing 
houses buy and sell from each other, and the question of the best treatment 
of such accounts consequently arises. A very good method of treating 
these accounts is to separate them into sales accounts and purchase accounts, 
making a notation on each as to page and folio of the other so that no mistake 
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(Iron and Steel). 



Stock Account... 



.189.. 





This Year 


Last Year 




Amount 


Average 
Price 


Weiglit 


Amount 


Average 
Price 


Weight 


Stock on 


$.... 


$.... 


T. Cwt. 


$.... 


$.... 


T. Cvft. 


Sales 

















































Manufacture, per Stock Account 
do per Cost Sheet 

Profit 
Loss 



Stock of Ore.. 



..189.. 



Stock on 

Received — • 

Own Mines. 



Weight 



Tons. Cwt. 



Manufacture. . . 
Stock on hand . 



Tons. Cwt. 



.\mount 



$.... 
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may be made in rendering statements. This method preserves the sales 
accounts and purchase accounts intact, which faciHtates the checking of 
postings by sectionalization and controlling accounts. VV^here sales are debited 
and purchases credited to the same account, it is impossible to agree the cus- 
tomers accounts debits with, the sales credits without deducting any purchase 
debits appearing in the customers' accounts, or vice versa, and this is a very 
tedious and unsatisfactory operation. 

JOINT. — (Com. Law). — Shared by two or more. The term is used 
to express a common property interest enjoyed, or a common liability incurred 
by two or more persons. It implies that the interest and right of action in 
choses in action are united so that all of the owners must be joihed in a suit 
to enforce the obligation jointly held; each person subject to liability on 
it is liable for the whole, yet they are treated in law as together constituting 
one legal entity and must be sued together, or a release to one will operate 
in favor of all. One who pays a joint debt is entitled to contributiori. 

JOINT AND SEVERAL.— (Com. Law).— A liability is said to be 
joint and several when the creditor may sue one or more of the parties to 
such liability separately, or all of them together, at his option, as on a bond 
where the obligors bind themselves "jointly and severally" to the obligee. In 
such a case the action must be jointly as to all or several as to any one for the 
whole amount, but it cannot be joint as to some and several as to the others. 

JOINT STOCK COMPANY:— A business organization whose cap- 
ital stock is fixed in amount and divided into shfires, but the members of 
which are individually liable, as in case of a partnership, and in case of suit, 
all members must be joined both in suing and being sued. 

A corporation not possessing the special advantages granted by cor- 
poration laws. 

JOURNAL. — ^A book of original entry for record from which postings 
are made to ledger accounts. 

A book used for cross, adjusting or closing entries under the double- 
entry system. 

The journal is now restricted mostly to the correction of errors, trans- 
ferring of balances, adjustment of entries, and such items as cannot be con- 
veniently entered in subsidiary books of account referring particularly to 
the department of business to which the entries relate. 

The ordinary journal is a book provided with two money columns for 
sales or purchase records, the first column being used as a "rriake-up" column, 
and the total of each bill carried to the second column for posting. 

Where a business is divided into several departments, a separate column 
is provided for the amount of each sale, or purchase, in each department. 
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In some cases merchandise returns and allowances are carried in the- 
sales and purchase journals, a separate column being provided for the pur- 
pose. Where, however, sales credits of this kind are very numerous they are 
usually recorded in a separate journal — called a "Credit Journal." 

It was once the custom to "journalize" everything before posting — that 
is, sales were copied in the General journal from the Sales journal. Purchases 
were treated in the same manner, and even the cash book was "journalized" 
before posting. 

In these days this method of book-keeping is confined to those who- 
know no better, and every effort is made to prevent useless labor and save 
the useless expenditure of time. To effect this, the cash book is now very 
generally used for entries of discount, freight, and allowances which prop- 
erly belong to the cross-entry journal. Separate columns are provided for 
such entries, the totals only of which are posted at the end of each month tO' 
their representative accounts. 

We append an illustration of a modern columnar journal arranged to- 
prove ledgers by sections. This form of journal can be modified to suit. 
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almost any business! All columns other than the ledger columns are marked. 

with a check mark in the folio column, the totals only being posted once a 

month. The items of the ledger columns must be posted. 

With regard to the accounts payable column, see "Accounts Payable." 
The motto of the book-keeper should be: "Post direct and use the- 

journal as Httle as possible." 

JUDGMENT. — (Com. Law). — The conclusion of law upon facts- 

found, or admitted by the parties, or upon their default in the course of a suit„ 
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JUDGMENT NOTE. 



s 




.^U^^ 


.y£c^.. 


.Miy. 30. Sd. 0. 


1901 






C/1M «^a^ 


after date .promise t 

or 


pay to 
bearer, 
LARS, 






^€cA<^ 0ioe 






(^ne a;ui««/ 




DOL 


at 




jAe SdmertcoM z/ant^ zioani m sOa^ 


^oanfy, ^.yMid. 


Valu 
Due. 


e receive 


d, with interest at the rate of... 


per cent. 

^ 0oe 




■/ae^. 















To ^?«.«.f/...^?«r?'../''.«f.f. or any Attorney of any Court of Record 

■of the State of Michigan, or of any of the Courts of the United States. 

These are to authorize you to appear for. B.'.. in any Court of 

Record in the State of Michigan, or of any of the Courts of the United 
: States, and then and there receive a declaration at the suit of :?M?.r^..^??. 

on the promissory note hereto attached, and then and there to confess the 
same action or suffer judgment to pass against .«f by ftil dicit or other- 
wise; for the aforesaid sum of .?^Jr*°^:^?«^J??^'?r:r and 

interest due thereon and a collection fee of Ten Dollars to be thereupon 

-entered of Record against .^? of any day in term or vacation after the 

^fr^ day of :^«« A. D. 1901 of said court, 

.and for so doing this shall be your sufficient warrant. 

And .1 do hereby release all errors in the entering up of said 

judgment, and also in the form thereof, or in the issuing of an execution 
thereon at auy time or term thereafter, without any revival of said judgment 

-or otherwise. 

And I do hereby waive all exemptions allowed to me by the laws of 
the State of Michigan or of any state or country where I may reside or 
where said judgment may be taken. 

In Witness whereof .^. have hereunto set .^y. hand.. ....and 

--seal this ??.^. _. day of .4??>. 1901. 

/oAn Doe L S 
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JUDGMENT NOTE.— (Com. Law).— A promissory note given in 
the usual form, and containing, in addition, a power of attorney to appear 
and confess judgment for the sum therein named. On this account it is 
not negotiable. It usually contains a number of stipulations as to the time 
of confessing the judgment; against appeal and other remedies for setting 
aside the judgment; an attorney's commission for collection; waiver of 
exemption and other conditions. 

JURAT. — (Cciii. Law). — ^That part of an affidavit where the officer 
certifies that the same was "sworn to" before him, and is usually in the 
following form: 

"Subscribed and sworn to before me this day of , A. D. ." 

Ordinarily the jurat must be authenticated by the signature of the 
officer before whom the affidavit is made, and this should be his official sig- 
nature, as "Richard Roe, Notary Public in and for Bay County, Michigan." 

KEY FIGURE.— (See Check Figure.) 

LABOR ACCOUNT. — An account representing expenditure for labor 
employed. (See Pay-roll.) 

LANDLORDS' FIXTURES.— Fixtures which become the landlords' 
property when erected in buildings held on lease. Improvements on lease- 
hold property which cannot be removed by the tenant when- the least expires. 

LAUNDRY BUSINESS ACCOUNTING.— In this business it is 
necessary to keep an account of all charges to customers each week, but the 
trouble of carrying ledger accounts is naturally undesirable for such a c|ass 
of accounts. The charge, therefore, should be made in duplicate and the 
duplicate arranged so as to perform the function of a ledger account by 
filing same away in cabinets or drawers provided with indexing facilities 
for easy reference when sending statements, and for ascertaining the total 
of customers' indebtedness. (See Retail Store Accounting.) 

LAWYERS' ACCOUNTS.— (See Attorneys' Accounts.) 

LAW MERCHANT.— (Com. Law).— The general body of commer- 
cial usages in matters relative to commerce. It is sometimes called the "Cus- 
tom of Merchants." It consists of certain principles of equity and usages 
of trade which general convenience and a common sense of justice have 
established, to regulate the dealings of merchants and mariners in all the 
commercial countries of the civilized world. 

LAWFUL. — (Com. Law) . — That which is permitted or sanctioned by, 
and which is not contrary to law. Thus an oral contract to convey land is, 
under the statute of fraud, void, yet it cannot be properly said to be unlawful, 
because there is no violation of law in making or performing such an agree- 
ment ; but it cannot be enforced at law, because it is not legal or lawful in 
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form for want of that written evidence required by the statutes in such case 
made and provided. 

LAWFUL MONEY.— (Com. Law).— Money which is a legal tender 
in payment of debts, such as gold and silver coined at the mints. (See also 
"Money.") 

LEDGER. — The center and pivot of»double entry. 

The book which tells the merchant his position, his gains, or his losses. 

Various kinds of ledgers have already been described under different 
headings. They are regular old-style ledgers, with one debit and credit 
column ; sundry account, or petty ledgers, tabular ledgers, suspense ledgers ; 
card ledgers; loose-leaf ledgers; employes, or hands, ledgers; installment 
ledgers, etf. ; all of which aim to record in the most convenient manner the 
summary of the transactions with customers and creditors, and of charges 
and credits to representative accounts. 

Card ledgers appear to be achieving considerable popularity, doubtless 
on account of the ready way in which alphabetical subdivisions can be indexed 
by guide cards, thus reducing delay in finding accounts to a minimum. We 
append illustrations of the self-indexing card ledger in its greatest perfection 
as devised up to date. 

To sectionalize ledgers a special column should be provided for each 
desired section in all books from which postings to that section will be made. 

Ledgers may be subdivided by using separate books for each section, 
or by using a certain number of pages in the ledger for each section. Thus 
Accounts receivable may be distributed through four separate ledgers, as 
follows : City Sales Ledger, Ohio Sales Ledger, Pennsylvania Sales Ledger, 
New York Sales Ledger. Or they may be distributed in one ledger, thus : 
City Sales Ledger, pp. i-ioo; Ohio Sales Ledger, pp. 101-300; Pennsylvania 
Sales Ledger, pp.' 30 1-500;. New York Sales Ledger, pp. 501-700. 

An account with each ledger, or section of ledger, must then be opened 
in the general ledger, to which account must be posted at the close of each 
month the totals of the special columns in the books from which postings are 
made to the sectional ledgers, and the balances of these accounts in the general 
ledger will represent the totals of the individual balances when drawn off 
from the sectional ledgers. 

The advantages of this method may be summed up as follows : 

a. It is not necessary to draw off the individual balances to obtain a 
trial balance. It is only necessary to occasionally verify the balances shown 
in the general ledger, just as inventory is taken to verify stock account. 
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MODERN CARD LEDGER 



b. If an error in posting has occurred it can be immediately located to 
the particular ledger in which it has occurred. 

A great saving of labor is thus effected. 

See Adjustment Account. 

Tabular, or mercantile balance ledgers, are now used with long and 
short leaves in order to save writing the names oftener than once in one, or 
two, or more years. These long and short leaves are obtained by cutting 
off the margin of each leaf succeeding the names page or by perforated 
margin. 

THE MERCANTILE BALANCE, OR TABULAR, LEDGER. 

For the information of our readers we quote from the opinion of Judge 
Putnam, who recently tried a suit for infringement in regard to this style of 
ledger : 

The suit was argued largely upon Claim i of U. S. patent No. 393,506, 
which reads as follows : 

"A blank book having full leaves of the same or substantially the same 
width, a part of which are provided near their outer edges with lines of 
perforation to form removable margins, and the rest of which are unper- 
forated, the perforated and unperforated leaves being introduced between 
each other throughout the book, with one or more of the perforated leaves 
between the unperforated ones, substantially as set forth." 

Judge Putnam, in his opinion, first recites the nature and purposes of the 
invention, using language as follows : 

"The advantage of a long and a short leaf ledger is that one column 
of names will answer for the pages on several narrow leaves of the book as 
well as for the wide page on which it stands and the opposing wide page. A 
book with a long and a short leaf is old. The book of the patent, however, 
is not made with a long and a short leaf, but with leaves of the same width, or 
substantially the same throughout, and so constructed by perforation, or 
its equivalent, that the user of the book can, without difficulty, make a long 
and a short leaf book, by removing so much of certain intervening leaves 
as is necessary, in order to so expose the name column of one page that it 
may be used with the other pages of the series. 

"Before the invention in suit, to make a long and a short leaf ledger, it 
was generally best to make a book, in which all of the leaves were of full 
size, and then to cut from one or more leaves, following the leaf which con- 
tains the names column, a margin of proper width. Such a construction of 
a long and a short leaf book is difficult and expensive, from the book-binder's 
point of view, owing to the fact that the book, if it is to have the ordinary 
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finish — namely, a flat, heavy, broad binding and colored, burnished edges — 
must be made and finished exactly like an ordinary book, and then have 
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certain of its leaves shortened by cutting by hand. If the employe carelessly 
cuts the wrong leaf, the book is ruined. Moreover, the result is a book in 
which the outer edges of the leaves are flabby and liable to collect dust and 
become dog-eared, the covers themselves also being liable to become warped 
when not used. Looked at from the book-keeper's point of view, such a 
book is difficult to use, for the reason that there is no firm, solid surface upon 
which to enter in the names column the various accounts. On the other hand, 
in the complainant's book, the leaves which are to be made short leaves are 
perforated before the book is bound up, and, in case of any error in the 
perforations, the leaf or sheet may be discarded when the sheets are gathered 
before stitching. 

"The various processes which follow are those ordinarily practiced in 
making a long leaf book of equal thickness. The book may receive proper 
pressing and the edges of the leaves may be colored and burnished in the 
ordinary manner, and, in fact, be made without any increased expense in its 
manufacture over that of the ordinary long leaf book, except the cost of 
perforating. As the result, the accountant has a book in which the names 
may be easily written in the name column,, for the reason that the book is 
solid throughout like an ordinary ledger, and yet, when it has been partially 
used, he may convert it into a long and a short leaf book, so that the same 
name column may apply to a number of pages." 

LEGACY. — A capital receipt. 

LEGAL BOOKKEEPING.— (See Attorneys' Accounts.) 

LEGAL COSTS. — Those incurred in purchase of property, or the 
promotion or organization of corporations, may be capitalized, i. e., added 
to the cost of assets purchased with capital, or carried as assets and written 
ofif gradually with other expenses of organization. 

LEGAL ESTATE — Com. Law) — Is one the right to which may be 
enforced in a court of law, and is distinguished from an equitable estate, the 
right to which can be established only in a court of equity. 

The party who has the legal estate has alone the right to seek a remedy 
for a wrong to his estate, in a court of law, though he may have no beneficial 
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; 
interest in it. When a party having an equitable interest in estate has a. 

claim, he must enforce his right in a court of equity. 
LEGAI. INTEREST.— (See Interest.) 

LEGAL TENDER.— (Com. Law).— That currency which has been, 
made suitable by law for the purposes of a tender in the payment of debts. 

In the United States the following descriptions of money are legaL 
tender : 

All the gold coins of the United States are a legal tender in all payments- 
at their nominal value when not below the standard weight and limit of toler- 
ance provided by law for the single piece, and when reduced in weight below 
such standard of tolerance, they are a legal tender at valuation in proportion- 
to their actual weight. 

Treasury notes and standard silver dollars for all payments. 

Silver coins of a sjnaller denomination that one dollar, for all sums not: 
exceeding ten dollars. 

The minor coins — five, three, two and one cent pieces — for all sums not- 
exceeding twenty-five cents. 

By acts of February 25, 1862, July 11, 1862, and March 3, 1863, Con- 
gress authorized the issue of notes of the United States, declaring them a. 
legal tender for all debts, public and private, except duties on imports and- 
interest on the public debt. 

LETTER OF CREDIT— (Com.Law).— An open or sealed letter, from 
a merchant, or bank, or banker, in one place, directed to another, in another 
place or country, requiring him, if a person therein named or the bearer shall 
have occasion to buy commodities, or to want money to any particular or 
unlimited amount, either to procure the same or to pass his promise, bill, or 
other engagement for it, the writer of the letter undertaking to provide him- 
the money for the goods, or to repay him by exchange, or to give him such, 
satisfaction as he shall require, either for himself or the bearer of the letter. 

Such letters are either general or special. General letters are directed- 
to the writer's correspondents generally, wherever the bearer of the letter 
may happen to go ;, special letters are directed to some particular person. 

If the letter is addressed to a debtor of the one who gave it, and, upon- 
presentation of the letter the addressee refuses to comply with its request, 
the bearer should at once procure the letter to be protested. 

In the United States an action can be maintained by one who advances- 
money on a general letter of credit, but in England it has been held that, as 
there was no provity of contract bet\yeen the mandant and the mahdantory^ 
such an action could not be maintained. 

A letter of credit is not negotiable. 
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LIABILITIES. — The debts and obligations of a corporation, partner- 
•ship, or merchant. That which is due or owing for value received. That 
liability exists without value received is true, but in these days it is difficult 
to recover when it can be proved that no consideration passed. 

For explanation of Fixed and Floating Liabilities, see those headings. 

LIBRARIES, ACCOUNTING FOR.— The following system will be 
found to be extremely simple yet absolutely complete. 

The fullest information concerning the accounts is available at a 
-moment's notice; an easy method of proving the correctness of the clerical 
work is provided, and the whole business of the institution appears on the 
page containing the final entry. But few instructions are required to enable 
the average person, even though not Skilled in book-keeping, to keep the 
-recounts by this method.. 

The accompanying illustration, written up and worked out to an abstract, 
shows the manner of keeping the accounts of a public library, and is prepared 
in accordance with the requirements for the returns which must annually be 
made to the Minister of Education. The principles governing its applica- 
tion to school accounts is the same, the only change being in the column 
headings, which must vary to suit the different classes of accounts. The 
form for schools has been adopted by the Ontario Government for use 
throughout the province. 

ABSTRACT. 

RECEIPTS. DISBURSEMENTS. 

Jan. I. Bal. from prevjius years.$ 33 00 Apr. 30. Rent, light, etc ; .$ 15 00 

Members' fees 1200 Salaries 3000 

-Apr. 30. Leg. and Mun. grants... 330 00 Books (not fiction) 120 00 

Evening classes 50 00 Books (fiction) 57 33 

^ Binding 700 

Evening classes 30 00 

$259 33 
Balance on hand 165 (>J 

$425 CO 

All cash receipts are entered under their proper date and classification, 
-and arexarried to the "total" column and added in with each entry, so that 
the sum of the total column represents at all times the total amount of cash 
received. As these entries are made the amount in each case is added into 
the "balance cash on hand" column. 

All disbursements are entered under proper date, and in the coliimn 
headed "amount," after which the amount is deducted from the "balance 
cash on hand." The amount of the disbursement is the carried to the "dis- 
tribution of accounts," and is entered in the proper column or columns. This 
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is, or these are, then carried to the "total" column, on the right hand side, 
and succeeding amounts are added in from time to time as the entries are 
made. The sum of these represents the total of the disbursements. To prove 
the correctness of the clerical work, add the "totals" of the distribution page 
to the "balance cash on hand," and the sum should (if no errors have been 
made) equals the total of the receipts. 

In carrying over the accounts from page to page, the whole work must 
of necessity prove itself in a number of different ways. The sum of the 
footings of the receipts will equal the "total;" the sum of the footings of 
the "distribution" page will equal the "total." The sum of the "totals" 
and the "balance cash on hand" must equal the "total receipts." These and 
other proofs which may be applied make it next to impossible to make a 
mistake, unless wilfully, in transferring the accounts from one page to the 
next. 

Where greater elaboration of detail is wished, the number of columns 
can be increased, and the book made of the necessary width to accommodate 
them. 

LIFE INSURANCE ACCOUNTING.— While the detail accounting 
for this class of business consists in keeping track of policies issued, premiums 
received, premiums due and unpaid, renewals, cancellations, commissions, 
apportionment to reserve, etc., the management has to decide upon many 
important matters in connection with expenses incurred and the proportion 
which, should be borne by each policyholder. The principal elements of cost 
in the insurance business are the obtaining of new business, and maintaining 
the old business. 

The manager of a prominent mutual insurance company discusses this 
subject as follows: 

"The present mortality tables are the result of the observation of hun- 
dreds of thousands of lives, the time extending backward nearly two hundred 
years. The highest mathematic talent has been employed in the perfection 
of these tables, and, while they are not absolutely perfect, they are recognized 
by law as the basis of all valuations of insurance on life in their several 
relations to its claim as a body or whole, and the policyholder as an individual. 

Expenses are provided for by adding to this mathematic premium 
(called the "net Premium") such sums as are deemed advisable by the man- 
agers of each company. Net pi-emiums and reserves are fixed by law, 
expense charges by the managers, with the result that no two companies have 
the same gross premiums, with a few exceptions. 

Experience brings out other important factors worthy our attention. 
It is found that a large number of risks pronounced "extra good" by careful 
medical examiners will not have as high a death rate as that shown by the 
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mortality tables, the table rate not being reached for about five years after 
selection by examination. Out of the saving thus effected arises a surplus. 

At present a larger rate of interest is earned than is used in the compu- 
tations. The excess earned creates a surplus. To illustrate : If the reserve 
fund is to be increased by 3 per cent, and the interest rate earned is 5 per 
cent., then the excess of 2 per cent, forms surplus. 

Economical companies do not use all the margin that is charged for 
expenses and the saving creates surplus. 

Having a surplus brings up the most important of all the minor ques- 
tions, viz., the method of disposal of surplus. This alone is a question com- 
plicated enough to be worth an entire evening's discussion. Plausible argu- 
ments are made in behalf of every method of distribution; that is, the argu- 
ments seem plausible to those who do not look beyond the single factors. 
To avoid being led astray one -must consider the other factors connected 
with surplus. 

Many of the companies make no distribution (i. e., pay a dividend to 
the policyholder) until the end of a period of ten, fifteen, or twenty years, 
and not then unless he has both lived and paid all his premiums to that time, 
failure to comply with those two conditions causing him to forfeit his share 
of the savings and earnings of the company. 

Other companies pay dividends to each policyholder each year, holding 
that method to be fairest and most satisfactory and less likely to tempt man- 
agers to be extravagant with the policyholder's money. History of insu'-- 
ance management shows the argument to be well founded. 

Combined with the investment fund is the factor of surrender values. 
In paying a sum greater than the early cost of insurance and thus creating 
an investment, or reserve fund, each policyholder becomes entitled to an 
individual credit very much like a deposit in a bank. 

In former years many of the companies confiscated the entire, reserve 
standing to the credit of any retired policyholder at the time he permitted his 
policy to lapse. Other companies gave paid-up policies for about such 
amounts as the reserve would buy, and in time all companies which did not 
do so voluntarily were compelled by law to give paid-up values in case of 
lapse after three full years' premiums had been paid. 

To-day most of the companies give several options as to the disposition 
of the reserve to the credit of the retiring policyholder. He may have cash, 
or its equivalent, in extended or paid-up insurance, some companies granting 
one or more of these options after the payment of two years' premiums, and 
other companies granting one or more of the options after payment of from 
three to ten years' premiums. This is another division of the question well 
worth an evening's attention. 
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CASH JOURNAL— ACCIDENT INSURANCE CO. 
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The average life insurance company will carry a policy register, policy 
tickler, showing when renewal premiums become due, dividend book, in 
which the name of the policyholder will be entered together with particulars 
of the plan under which the policy was written, and showing whether divi- 
dends are paid in cash or applied in reduction of premiums. There will also 
be a dividend tickler showing when the dividends on the different policies 
become due and payable. 

Mortality cards are carried for all policyholders, a different color of 
card being used for each different plan of insurance written. In addition 
to this, Owing to the laws of different States, it is necessary in a great many 
cases to calculate two sets of mortality tables for each policyholder, one set 
bein'g used for a report in the home State, and the other for a report in the 
foreign State in which the policy was written. This causes a great deal of 
trouble and more or less confusion and seems to indicate the great desirability 
of having a Federal insurance law which shall be uniform in all States. 

A mortgage record is also kept, which may be arranged for five or ten 
years, giving full particulars of the mortgage, with columns provided each 
year for payments of principal and interest. Each mortgage is numbered 
and all documents in connection with same will be filed in suitable receptacles 
in the vault^ which will bear the number of the mortgage and thus facilitate 
prompt reference. 

The fire insurance record, i. e., record of insurance on mortgage property, 
will be arranged to run for the same period as the mortgage record, and will! 
show the insurance payable in each month of the year, which will be checked 
off as reported paid. The arrangement of this record will at once, therefore,, 
disclose any neglect on the part of the mortgagors to keep up the necessary 
insurance. 

Insurance companies usually have several cash books, an agent's cash 
book, a home office cash book, a foreign cash book for receipts, and a cash 
paid book for expenditures, but they aim to assemble everything from cash 
books and journals into a General Cash-Journal provided with columns 
for each of the accounts carried in the general ledger. . This Cash-Journal, 
therefore, furnishes the trial balance without posting to a ledger, but for the 
sake of obtaining monthly totals on each account, it is customary to close 
this book at the end of each month, posting the totals to the representative 
accounts in the general ledger. 

We show illustrations of a cash- journal used by a life insurance com- 
pany, and one used by an accident insurance company. 
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A bills receivable record on the card system is shown hereunder. 
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The attached copy of an annual statement of a life insurance company 
will show the classification of accounts and form of report required by the 
Insurance Commissioners. 

ASSETS. 

United States, State, City, County and other Bonds (cost value $157,212,823), 

market value, Dec. 31, igoo $164,883,973 

Bonds and Mortgages (674 first liens) 34,798,942 

Real Estate (70 pieces, including 12 office buildings) ". . . 16,925,900 

Ivoans to Policy-holders, on their policies as security (legal value thereof, 

$24,000,000) 14,382,769 

Deposits in Trust Companies and Banks, at interest 14,070,177 

Stocks of Trust and Railroad Companies ($2,965,000 cost value), market 

value, Dec. 31, 1900 5,471,000 

Loans on Stocks and Bonds (market value $3,683,045) 2,894,000 

Quarterly and Semi-Annual Premiums not yet due, reserve charged in Lia- 
bilities 2,575,843 

Premiums in Transit, reserve charged in Liabilities 2,380,138 

Premium Notes on Policies in force (Legal Reserve to secure same, $4,- 

000,000) ; 2,133,365 

Interest and Rents due and accrued 1,680,405 



Total Assets .^ $262,196,512 

UABIlvlTlES. 

Policy Reserve (per certificate Of New York Insurance Department), Dec. 

• 31. 1900 $213,032,202 

All other Liabilities : Policy Claims, Annuities, Endowments, etc., awaiting 

presentment for payment 3,I7S,059 

Reserve on Policies which the Company values on a 3 per cent, or a 3J^ per 

cent, basis 4,283,077 

Reserve to provide Dividends payable to policy holders during 1901, and in 

subsequent years, per policy contract — 

Payable to Policy-holders in 1901 $3,537,790 , 
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Payable to Policy-holders, subsequent to igoi, as the periods 
mature: 

To holders of 20- Year Period Policies 19,704,511 

To holders of 15- Year Period Policies 7,422,746 

To holders of 10- Year Period Policies 462,976 

To holders of S-Year Dividend Policies 257,832 

Aggregate 31,385,855 

Other Funds for all other contingencies 10,320,319. 

Total I^iabilities $2^2,.i96,si2: 

CASH INCOME^ 1900. 

New Premiums CAnnuities, $1,131,093) $11,638,731 

Renewal Premiums 37,119,847 

Total Premiums $ 48,758,5781' 

Interest on: 

Bonds $6,566,720 

Mortgages , 1,552,644 

Loans to Policy-holders, secured by reserves on policies 842,458 

Other securities 352,244 

Rents from Co'y's properties valued at $16,925,900 are, gross 
$925,564.76, the taxes $228,941.92, expenses and repairs $194,- 
265.08, leaving net income 529,359 

Dividends on Stocks 263,700 

Deposits on account of Registered Bond Policies 48,816 

Total Interests, Rents, Etc 10,155,941 

Total Income $58,914,519 

EXPENDITURES, 1900. 

Paid for Death-claims, Endowments and Annuities $17,089,020 

Paid for Dividends and Surrender Values 6,266,806' 

Commissions and all other payments to agents ($S,399,i4S) on New business 
of $232,388,255; Medical Examiners' Fees, and Inspection of Risks 

($617,967) ; 6,017,112 

Home and Branch Office Expenses, Taxes, Advertising, Equipment Ac- 
count, Telegraph, Postage, Commissions on $969,768,410 of Old Business 

and Miscellaneous Expenditure 5,753,425 

Balance — Excess of Income over Expenditures for year 23,788,156 

Total Expenditures and Balance $58,9i4,5i9. 

INSURANCE ACCOUNT. 
ON THE BASIS OF PAID-FOR BUSINESS ONLY. 

Number of Policies. Amount. 

In Force, December 31, 1899 437,776 $1,061,871,985 

New Insurance Paid-for, 1900 115,299 232,388,255 

Old Insurances revived and increased, 1900 1,033 2,395,370 

Total Paid-for Business 554,io8 $1,296,655,610 

Deduct Terminations: 

By Death, Maturity, Surrender, Expiry, etc 42,508 94,498,945 

Paid-for Business in force December 31, 1900 511,600 $1,202,156,665 

Gain in 1900 73,824 $ 140,284,680 
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CERTIFICATE STATE OF NEW YORK INSURANCE DEPARTMENT. 

Albany, January 21, 1901. 

I, FRANCIS HENDRICKS, Superintendent of Insurance of the State of New 
York, do hereby certify that the NEW YORK LIFE INSURANCE COMPANY, of 
the City of New York, in the State of New York, a MUTUAL LIFE INSURANCE 
COMPANY, having no capital stock, is duly authorized to transact the business of 
Life Insurance in this State. 

I FURTHER CERTIFY that, in accordance with the provisions of Section 
Eighty-four of the Insurance Law of the State of New York, I have caused the policy 
obligations of the said Company, outstanding on the 31st day of December, 1900, to be 
valued as per the Combined Experience Table of Mortality, at four per cent, interest 
{Policy obligations of the last two years' issue are valued on a higher basis — that of the 
American Table of Mortality with three per cent, interest), and I certify the result to 
be as follows: 

Net Reserve Value of Policies, $196,357,015; Net Reserve Value of Additions, 
$3,373,058; Net Reserve Value of Annuities, $13,517,766. Total, $213,247,839. Less Net 
Reserve Value of Policies reinsured, $215,637. Total Net Reserve Values, $213,032,202. 

I FURTHER CERTIFY, from the sworn report of the Company on file in this 
Department, that the Admitted Assets are $262,196,512.23. 

Reserve Values of Policies as calculated by this Department, $213,032,202.00; Addi- 
tional Reserve on Policies which the Company values on a 3 per cent, or a 3J4 per cent, 
"basis over the four per cent, valuation by the Department, $4,283,077.00; Reserve to 
provide Dividends payable, to Policy-holders in 1901 and in subsequent years, $31,385,- 
855.11; General Liabilities, $3,175,059.06; Other Funds, for all other contingencies, $10,320,- 
^19.06. Total, $262,196,512.23. 

IN WITNESS WHEREOF, I have hereunto subscribed my name and caused my 
official seal to be affixed at the City of Albany, the day ind year first above written. 

FRANCIS HENDRICKS, Superintendent of Insurance. 

The annual report required in Great Britain on the valuation of the 

liabilities under life policies and annuities, is indicated by the following 

statutory requirements : 

1. The date up to which the valuation is made. 

2. The principles upon which the valuation and distribution of profits 
among the policyholders are made, and whether these principles were deter- 
mined by the instrument constituting the company, or by its regulations or 
by-laws or otherwise. 

3. The table or tables of mortality used in the valuation. 

4. The rate or rates of interest assumed in the calculations. 

5. The proportion of the annual premium income (if any) reserved as 
a provision for future expenses and profits. (If none, state how this pro- 
vision is made.) 

6. The Consolidated Revenue Account since the last valuation, or in 
case of a company which has made no valuation, since the commencement of 
business. (This return should be made in the form annexed.) 

7. The liabilities of the company under life policies and annuities at 
the date of the valuation, showing the number of policies, the amount assessed, 
and the amount of premiums payable annually under each class of policies, 
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both with and without participation in profits ; and also the net liabihties and 
assets of the company, with the amount of surplus or deficiency. (These 
returns should be made in the form annexed. ) 

8. The time during which a policy must be in force in order to entitle 
it to share in the profits. 

9. The results of the valuation, showing : 

( 1 ) The total amount of profit made by the company. 

(2) The amount of profit divided among the policyholders, and the 
number and amount of the policies which participated. 

(3) Specimens of bonuses allotted to policies for 100 effected at the 
respective ages of 20, 30, 40, and 50, and having been respectively in force 
for five years, ten years, and upwards, at intervals of five years respectively, 
together with the amounts apportioned under the various modes in which 
the bonus might be received. 

Insurance companies keep a claim book in which all claims are entered 
with full particulars both of claim and of investigation. 

The checking of cash receipts is accomplished by deducting from total 
cash receipts the amount of outstanding premiums on the first of the month, 
and the amount unpaid at the close of the month, when the balance should 
agree with the amount of premiums receivable. 

The following is the Actuary Table, known as the American Experi- 
ence Table : 

AMERICAN EXPERIENCE TABLE OE MORTALITY. 
Age. Number. Number. Expectation. Age. Number. Number. Expectation. 





Living. 


Dying. 


of life. 




Living. 


Dying. 


of life. 


10 


100,000 


749 


48.72 


S3 


66,797 


1,091 


18.79 


II 


99,251 


746 


48.08 


54 


65,706 


I.143 


18.09 


12 


98,505 


743 


47-45 


55 


64,563 


1,199 


17.40 


13 


97,762 


740 


46.80 


56 


63,364 


1,260 


16.72 


14 


97,022 


737 


46.16 


57 


62,104 


1,32s 


16. OS 


IS 


96,28s, 


735 


45-50 


58 


60,779 


1,394 


15-39 


16 


95,550 


732 


44-85 


59 


59,385 


1,468 


14-74 


17 


94,818 


729 


44.19 


60 


57,917 


1,546 


14.10 


18 


94,089 


727 


43-53 


61 


56,371 


1,628 


13-47 


19 


93,362 


725 


42.87 


62 


54,743 


1,713 


12.86 


20 


92,637 


723 


42.20 


63 


53,030 


1,800 


12.26 


21 


91,914 


722 


41-53 


64 


51,230 


1,889 


11.67 


22 


91,193 


721 


40.85 


65 


49,341 


1,980 


II. 10 


23 


90,471 


720 


40.17 


66 


47,361 


2,070 


10.54 


24 


89,751 


719 


39-49 


67 


45,291 


2,158 


10.00 


25 


89,032 


718 


38.81 


68 


43,133 


2,243 


9-47 


26 


88,314 


718 


38-12 


69 


40,890 


2,321 


8-97 


27 


87,596 


718 


37-43 


70 


38,569 


2,391 


8.48 


28 


86,878 


718 


36-73 


71 


36,178 


2,448 


8.00 


29 


86,160 


719 


36.03 


72 


33,730 


2,487 


7-5S 


30 


85.441 


720 


35-33 


73 


31,243 


2,S0S 


7.XI 
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31 


84,721 


721 


34-63 


74 


28,738 


2,501 


6.68 


32 


84,000 


723 


33-92 


75 


26,237 


2,476 


6.27 


33 


83,277 


726 


33-21 


76 


23,761 


2,431 


5-88 


34 


82,551 


729 


32.50 


77 


21,330 


2,369 


5-49 


35 


81,822 


732 


31-78 


78 


18,961 


2,291 


5-11 


36 


81,090 


737 


31.07 


79 


16,670 


2,196 


4-74 


37 


80,353 


742 


30-35 


80 


14*47,4 


2,091 


4-39 


38 


79,611 


749 


29.62 


81 


12,383 


1,964 


4-05 


39 


78,862 
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28.90 


82 


10,419 


1,816 


3-71 


40 


78,106 


765 


28.18 


83 


8,603 


1,648 


3-39 


41 


77,341 


774 


27.45 


84 


6,955 


1,470 


3-08 


42 


76,567 


785 


26.72 


85 


5,485 


1,292 


2-77 


43 


75,782 


797 


26.00 


86 


4,193 


1,114 


2-47 


44 


74,98s 


812 


25-27 


87 


3,079 


933 


2.18 


45 


74,173 


828 


25.54 


88 


2,146 


744 


1.91 


46 


73,345 


848 


23.81 


89 


1,402 


555 


1.66 


47 


72,497 


870 


23.08 


90 


847 . 


38s 


1.42 


48 


71,627 


896 


22.36 


91 


462 


246 


1. 19 


49 


70,731 


927 


21-63 


92 


216 


137 


-98 


50 


69,804 


962 


20.91 


93 


79 


58 


.80 


SI 


68,842 


1,001 


20.20 


94 


21 


18 


.64 


52 


67,841 ■ 


1,044 


19.49 


9' 


3 


3 
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The following shows the classification of columns in the cash book of 
a large stock company. 

Receipt? — 

Date; deferred or overdue premiums, current premiums; fees, transfers and 
surveys; interest account on bonds and mortgages; interest and dividends on 
Stocks, stock loans, etc. ; rentals ; commissions ; discount on net perpetual premi- 
ums; earnings on perpetual policies cancelled; sundries. 

Disbursements — 

Date; cash dividends; commission and brokerage; salaries, fees, etc.; state, 
national and local taxes; rentals; legal account; advertising, printing, etc.; oifice; 
fire losses account; interest; sundries; licenses, maps, postage, traveling, ad- 
justing, underwriters' association, etc.; memoranda; voucher No.; ledger folio. 

The insurance solicitor finds it necessary to make a record of certain 
facts concerning the prospects he has of Writing new policies, as the success 
of the business depends very largely upon the persistency with which these 
prospects are followed up. Through lack of method it not infrequently 
happens that these records (generally kept in small memorandum books) 
become lost, or it takes up a great deal of time to find the desired name. The 
following card system has, therefore, been devised, which appears to have 
considerable merit: 

A card 3x5 is used. It is ruled and outlined as in the accompanying 
illustration, the data varying according to the requirements of each agent. 
As soon as a name is secured a card is filled out, the name appearing at the 
top. Th^se cards are filed alphabetically. 

In the illustration the agent solicited John Jones September 9, but failed 
to secure his application and decided to "call again" September 30. Nov* 
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COMBINED CASH JOURNAL 
and GENERAL LEDGER 

LIFE INSURANCE CO. 
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one of Smith's adjustable index tags is affixed to the top of the card. This 
tag is faced with white paper. On this paper facing 9-30 i§ written. This 
nidicates that John Jones is to seen September 30. On this date the agDnt 
glances through his cards and ascertains what persons are to be seen that day. 




He sees John Jones and notes it in the "solicited" line. Failing to get his 
application, October 3 is selected as the next "call" against "date." The 9-30. 
which was entered in lead pencil on the tag, is erased and 10-3 substituted. 
These tags will stand fifty lead pencil erasures and then can be replaced. On 
October 3 the application is secured and sent to the State agent, accompanied 
by the premium. The card remains until the company passes upon the appli- 
cation, and, if accepted, the card is removed, the proper record made in the 
same space allotted to remarks, and filed in a transfer case for future refer- 
ence. As is sometimes the case, the premium is not paid until the expiratioa 
of thirty days. Then the card is left in the file and a blue-faced tag put 
on in place of the white one, indicating the date when the premium is to be 
collected. Each morning the agent looks through the file, the blue tags tell 
him what premiums are to be collected and the white ones what persons are 
to be solicited that day. By this systematic following up of "futures" all 
prospective purchasers of insurance will be seen at just the right time and 
a great strain taken off the memory. Every agent knows the value of seeing 
his man at the proper time, and he knows how many policies he could have 
placed "if he had only come yesterday." 

Should any person, for whom a card has been made out, leave the place 
for a time, his card can be taken out and filed in the transfer case, to be 
returned to the file again when the person returns. In this way only live 
business is to be found in the file, and yet no "prospect" is lost sight of until 
he is written to or it becomes absolutely certain that his application cannot 
be secured. 

LIFE INSURANCE INVESTMENT.— Many capitalists insure 
largely as an investment and desire to treat such insurance on their books 
of account as other investments are treated. An equitable way of disposing 
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■of such accounts is to add interest to the premiums paid until such time as 

■ an actuarial valuation may be obtained. 

LIMITED CORPORATIONS.— (See Corporations.) 
LIMITED PARTNERSHIP.— (See Partnership.) 
LINEAR MEASURE.— 

12 inches (in.) equal i foot (ft.) 
3 feet equal i yard (yd.) 

SJ^ yards, or i6^ feet equal i rod or pole (rd. or p.) 
40 rods equal i furlong (fur.) 
" 8 furlongs (320 rds.) equal i mile (statute mile) (mi.) 

3 miles equal i league (1.) 

LIQUID MEASURE.— 

4 gills (gi.) equal i pint (pt.) 
2 pints equal I ijuart (qt.) 

4 quarts equal 1 gallon (gal.) 

LIQUIDATED ACCOUNT— (Com. Law)— Is one the amount of 
-which is agreed upon, or is fixed by operation of law. When it is certain 
how much is due, it is said to be a liquidated debt. 

LIVE STOCK ACCOUNT.— An account representing value of stock 
-owned by a business. 

LIVERY BUSINESS ACCOUNTING.— In this business there are 

"usually two departments to be provided for — transportation and boarding. 

The charges made by a livery stable for the use of horses and vehicles, 

-and the services of drivers, are determined by the length of time the aforesaid 

•equipages are away from the stable, and the most important matter to 

arrange in this connection is, that the time each vehicle leaves and returns 

shall be accurately recorded. For this purpose the office should immediately 

•adjoin and overlook the driveway entering the stable, and in order that the 

■ office may be notified whenever a vehicle enters or leaves, there should -be a 
loose board somewhere in the driveway, which will autpmatically ring a bell 
in the office, whenever a vehicle passes over it. 

For convenience, we will divide the transportation department into two 
-sections, the first one covering the hire of vehicles which are taken out and 
■returned on the same day, and the second one the hire for any longer periods. 

Figure i gives the form of combined order and day book for the first 
-.section (short trips), and needs but little esiplanation. If a job is paid the 
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"same day, the amount is entered in a paid column, the total of which should 

agree with a corresponding distribution column in the cash book. If not 

^aid the same day, the charge is entered in charge column and posted, and 
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the total of charge column credited periodically to Short Hire Account. By 
:onsulting the columns headed respectively "Horse," "Return," and "Hours," 
it can be readily seen how much work has been done by any horse, and how^ 
much rest he has had. The work can thus be distributed over the entire stud, 
- as far as possible. In stables where drivers are paid so much per trip, the 
total due each man at the end of the week can also be ascertained from this 
book. 

The Long Hire Book (Fig. 2) also needs but little explanation. Like 
the Short Hire Book, it is very important that the date a transaction com- 
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mences should be accurately recorded. This book should be closed on the 
last day of each month, by charging every entry up to the date shown in 
the "Stop" column. In the case of equipages still in use, this date will be 
the last day of the month. The charges will then be posted, and total credited 
to "Long Hire." 

The book will then be reopened on the first day of the next month,' by 
re-entering all the unfinished business just mentioned, dating same as the 
first of the month. 

, Figure 3 shows the Board Book, a record of horses belonging to outside 
parties, which are boarded at the stable^ . It has a column for every day in 
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the month, and is corrected daily, by placing a check mark in the day's col- 
umn, against every name in force. The number of check marks in any col- 
umn, added to the number of horses in the stable stud, shows the proprietor 
how many horses he had to feed on that day, and any undue consumption 
can be detected. The book is closed and reopened monthly, in the same way 
as the Long Hire Book, crediting total charges to "Board." Where horses 
belonging to other parties- are sent out to "grass," a separate book, similarly 
ruled, should be kept. 

A ruled record to show the history of every vehicle and horse belonging 
to the stable should be kept. This should show" the date purchased, price 
paid, of whom bought, and how finally disposed of, etc., together with a 
record of outlay for repairs, etc. 

The accounts of feed, straw, stable supplies, uniforms and plug hats for 
drivers, and other purchases, can be kept in a Purchase Book, with distribu- 
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tion columns, in the same way as any other business, and these remarks will 
also apply to the Cash Book. — J. R. Virtue. 

With regard to depreciation of horses, the method usually recommended 
by accountants is to write off their cost (less any residual value which experi- 
ence may suggest) during a period of say ten years, or such period as the 
horses may be expected to last in good working condition. 

LIST PRICES.-^Gross selling prices. 

LOAN ACCOUNT. — An account representing money invested on 
loans with or without collateral security. 

LOAN AND SAVINGS BANK ACCOUNTING.— (See Savings 
Banks. ) 

LOCATING ERRORS.— (See Auditing, Check Figure, Self-Proving 
Ledgers, Balance Ledgers.) 

LOGISMOGRAPHY. — A theoretical explanation of principles of 
accounting, based on the business being responsible to the proprietor for all 
its transactions. Of no practical value. 

LONG MEASURE.— 

7 92-100 inches equal i link. 

25 links equal I rod. 

4 rods equal i chain. 

80 chains equal i mile. 

10 chains long by i broad, or 10 sq. chains, i acre. 

LOOSE LEAF SYSTEM.— A system of record which substitutes for 
permanent bound books loose leaves contained within two stout covers held 
together by means of sectional posts and making a binder with variable 
capacity from which the leaves can be removed, and into which leaves can 
be inserted in any desired place at will. 

Sometimes called "Perpetual Ledger." 

The advantages claimed for loose-leaf records have been described as 
follows : 

"One of the principal features of this system is its flexibility and expan- 
sive qualities, admitting of any arrangement of accounts at any time, and 
the maintaining of such arrangement, continuously or otherwise, as may be 
desired. 

The adoption of this system changes the account books from a continual 
expense to a perpetual investment. You purchase and open a perpetual 
ledger but once, from the fact that active accounts only are kept in the current 
ledger. All filled leaves and closed accounts are filed in the ledger transfer 
under the same arrangement as in the current ledger. The past matter of 
an account being filed consecutively under the account to which it belongs. 
The leaves of closed accounts, if not filled, can be returned to the current 
ledger and used again, should the account become active at some future time, 
or a new account can be opened as may be preferred. 
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The leaves of the indexing figures and reference guides are distributed 
throughout the ledger, and no separate index is necessary. An account is 
indexed but once, and alvyays retains the same page number. Accounts 
can be indexed according to alphabetical, numerical, territorial, route or 
sectional division, and the lexicon system can be applied to some of these 
indexing methods with better results than any other arrangement. The 
proper and correct use of the loose-leaf system for account books of arrange- 
ment, is to open one account only on a leaf, for in this manner only can all 
of the manifold merits and benefits of the system be obtained. By adhering 
to this principle, all filled leaves and closed accounts in the perpetual ledger 
can be removed; hence a trial balance can be rapidly and correctly drawn, 
there being no dead matter to finger over, and consequently no liability of 
overlooking an open account. The leaves bearing open accounts only should 
be kept in the current Itedger ; not even blank leaves should be inserted, as they 
are only in the way and delay a quick reference to the accounts, besides taking 
up the capacity of the ledger that should be preserved for new accounts. 

With one account on each leaf, that dangerous error of posting to the 
wrong account is avoided. An account always retainep the same page num- 
ber, and is therefore indexed but once. 

The posting also is made easy and the self-spacing feature of the ledger 
is maintained. 

The perpetual ledger can be used to its full capacity, while with any 
kind of a sewed ledger, at least 25 per cent, of the space is lost. 

The perpetual ledger eliminates that dreaded task of the busy account- 
ant — the opening up of new ledgers at the end of each fiscal year. 

The proprietor also is pleased, as he is saved the expense of new books. 

As previously stated, all the past matter of each account is filed in a 
transfer, the leaves of any one account being kept in one place and consecu- 
tively arranged. This is one of the many commendable features of this 
system'; as a reference back over an account for a period of years can be 
quickly made. It being necessary to examine but one place in one book, 
while with the old sewed style, you explore many books and several places 
in each book. 

With the indexing features and reference guidse distributed throughout 
the ledger, there is a saving of at least 40 per cent, of labor of posting. An 
account can be posted to in the perpetual ledger during the time it takes to 
search the ordinary outside index to find the name of an account, and then 
locate the page in the old sewed ledger. In fact, the perpetual ledger is self- 
indexing, or an index within itself. 

It is now very generally -admitted in the larger business corporations 
that it is advantageous to sectionalize the various accounts carried as much 
as possible. 
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A reference is made to a business in which a number of traveling sales- 
men are employed, each having a certain territory or route to travel over. 
The customers' accounts of any one salesman can be arranged, first, accord- 
ing to states ; second, the towns in regular order under state divisions, and, 
third, the accounts of customers alphabetically arranged under the town 
division to which they belong. It is very readily seen that there are many 
benefits to be derived from this classification of accounts. 

A statistical report can be made without extra labor. The comparison 
of one year's business with another is made easy, as the increase or shrinkage 
of business can be located directly to the town where it occurs. 

The sales ledgers can be balanced in sections, and the business received 
from the various territories compared. 

By the use of the loose-leaf accounting system, all congestion of work 
is avoided at the end of the month, as well as the end of the year. The books 
can be distributed so that several clerks can work on them at once, and if 
the credit man uses the ledgers, his reference to them does not conflict with 
the accountant. The leaves also bearing doubtful accounts can be removed 
and passed over to the collection department, the transcribing of these 
accounts to the suspense ledger being avoided. This system can be aug- 
mented or diminished at will without disarranging or transferring accounts. 

The innumerable benefits of this system make it as applicable to the 
account books of a bank as well as the account books of a commercial house, 
and it can be used with equal advantage in any business, large or small, and 
on any auxiliary, or special book, or sets of books, no matter how complicated 
the methods in vogue. It is, in fact, rapidly revolutionizing the methods of 
keeping all records." 

LOSS AND GAIN.— (See Profit and Loss.) 

LUMBER BUSINESS ACCOUNTING.— A book-keeping system 
suitable for a wholesale or retail lumber yard, or planing mill, may be 
described as follows : 

Cash Book, Journal, Ledger, Sales Book, Contract Record, Freight 
Book, and Bill copying book are the books used. 

In some enterprises of this character separate sets of books are kept for 
the mill and for the yard. 

Sales in this line are mostly time sales, and in contract form. The 
builder comes to the yard or mill with his list of timber or mill work and 
asks for a figure, generally giving copies of his list to all competitors in the 
same line in the vicinity. The list is copied carefully into the contract register 
(an ordinary ruled record book) with the material which will come from 
the yard and that which will come from the mill separate. A figure being 
given the builder, say $i,ooo, for the entire list, the price, if acceptable, is 
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is noted on the page of the contract register, with the date sold, purchaser's, 
name and address, manner delivery, terms, etc. 

The sales book is a book of consecutively numbered tickets, original, 
duplicate and triplicate. The original and duplicate tickets are taken by the 
teamster with each delivery. The customer keeps the duplicates and receipts 
for the load on the original, which is returned by the teamster and the day's - 
receipted original tickets are posted back in the sales book opposite the trip- 
licate ticket bearing the same number. In case of dispute reference can, 
always be had at once to the original ticket, which is a receipt for the goods. 
The sales book is made a little wider than the tickets, allowing room for two ■ 
money columns. Tickets are made out by the shipping clerk ;. one for every 
shipment on account of a contract, and for cash sales as well, but in the latter 
case the ticket is stamped "Paid" and the amount is not extended into the 
outer column. The footing of the outer column gives total time sales for- 
the day or month, and the cash register the daily total of cash sales. Posting 
is done direct from each triplicate ticket to the customer's account, the ledger- 
folio being entered on each ticket as posted. Cash tickets, of course, are not- 
posted. The monthly footing is posted to the credit of sales account. Two ■ 
such sales books, one Tuesday, Thursday, Saturday, and the other, Monday, 
Wednesday, Friday, should be used, which will allow the book-keeper to post 
the previous day's work without interruption. Frequently the total amount 
on tickets posted to a customer's account does not agree with the amount of" 
the contract, but as this discrepancy arises from the variation in pricing on 
the various sales tickets and in the contract register (owing to the inability 
to tell exactly what the mill work would cost), it is disposed of by charging- 
the contract account and crediting sales account, or vice versa, through the- 
journal, with the explanation "under (or over) pricing on sales tickets," 
accordingly as the total of the tickets charged by the customer's contracts 
account is less or more than the amount of the contract. It is best to keep ■ 
each of a customer's contract accounts separate from his running account. 
As each contract is completed, the balance of the contract account is trans- - 
ferred by journal entry to the customer's running account. 

"John Smith" ' $i,ooo 

John Smith, Vernon Ave. yard and mill contract. Contract 

completed" $i,ooo 

If the contract accounts were not kept separate from a customer's run-- 
ning accounts, the balance shown on his monthly statement would contain 
items on account of contracts which would noj; be due until the contracts- 
were completed, perhaps not for several months. 

The cash book should have four columns on each side : 

The first column for charges and credits to customers' accounts. 

The second column for charges and credits to creditors' accounts. 
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The third column for charges ana credits to real, nominal, special and 
controlling accounts. 

The fourth column for charges and credits to expense account. 

In this line there are many daily charges and credits to expense accotint, 
^nd by allowing a special column for expense it is only necessary to post the 
total of this column at the end of the month. 

The totals of customers' and creditors' columns are posted monthly to 
""sundry customers, controlling accountj," and "sundry creditors, controlling 
account," thus enabling a balance of' the ledger to be made, excluding the' 
individual accounts of customers and creditors, and permitting the proprietor 
to ascertain his condition before the numerous postings to customers' and 
■creditors' accounts are completed, if desired ; arid the balances of individual, 
•customers' and creditors' accounts when taken off are known to be correct 
if they tally with the balances of the controlling accounts. 

The total of cash sales as shown by the cash register, and as proven by 
the total of cash sales tickets, is entered daily in the cash book, and the differ- 
ence between the sum of the totals of the four columns on each side of the 
•cash book, plus the bank balance and the cash on hand, should balance the 
•cash book. 

When notice of the arrival of a carload of timber is received the partic- 
-ulars should be entered in the freight book, and the shipper's account charged 
with the amount of the freight when same is paid — provided such are the 
terms of purchase. When invoices are received and checked they should be 
■posted direct to the creditors' and purchase accounts, marked with ledger 
iolios, and filed ahead in calendar file to date when payment should be made. 
When paid they are filed away alphabetically. If voucher system of pay- 
ments is used, the invoice should be first posted to a voucher form, and then 
treated as above, except that opposite the payment in cash book in red ink 
-should be written the voucher number, and when paid invoices are filed under 
■voucher numbers and indexed under creditor's name. 

In posting from the sales tickets to customers' accounts, the referring 
number should be the ticket number and not the page of sales book. 

The sales tickets for each day should be billed the following day and the 
bills kept in a blotter folio, having a page to each letter of the alphabet, and 
«ach day's charges added on the bills, so that at the erid of the month only 
the last day's items need be added, and the bills and ctatements can be in the 
■customer's hand on the. first of the month. I 

A carbon copy or letter-press copy should be kept of all bills.— 5". A. 
■Ullman. 

The following is not given as a complete treatise on the subject, nor am 
I speaking "ex cathedra" ; it is simply an outline of the system in actual use, 
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subject to certain idiosyncracies peculiar to the proprietors and the locality. 
The aim is to give those less experienced some information, while at the 
same time my desire to draw forth the friendly criticism of those who can 
speak with greater authority. The reference is to lumber yard, run in con- 
nection with a mill, by which is meant a factory where are made frames, sash, 
doors, blinds and the interior woodwork of various buildings. 

We use voucher tickets, with auxiliary books in the mill, as well a-. 
tally books and car book at the yard ; but the books that come more particu- 
larly under the supervision of the book-keeper are the following : 

1. Estimate book. 9. Purchase book. 

2. Order book. 10. Freight book. 

3. Sales book. 11. Note or bill book. 

4. Cash sales book. 12. Collection book. 

5. Journal. 13. Pay roll book. 

6. Cash book. 14. Insurance book. 

7. Ledger. 15. Stock book. 

8. Contract book. 16. Mill lumber book. 

Taking the books in the order given, I will give a brief description of 
each in so far as they may be pecjuliar. Although a distinct set of books for 
the yard and the mill would give more accurately the resultant success of 
each at the end of the year, yet, as the pervers did not desire such a course 
followed, I originated certain distinctions which allow of estimating pretty 
closely the result of the trade in each department. Both the yard and mill 
have separate estimate and order books, the others are common to them. 
Here follows the use of the various books and their description. 

1. Estimate Book. — On this is copied the lists brought in by builders 
(at the mill we generally take off the items from the plans) ; proper prices are 
put to the various articles and a lump sum offer made. If the bid be accepted, 
our estimate book will indicate the fact clearly, thus : 

April 22, 1901. — ^John Brown, house for Peter Smith, at . 

Terms . Offer $690. Accepted April 29, 1901. 

We always make our bids in writing, being sure that same be copied in 
letter book before being sent off. 

2. Order Book. — On this we write the orders received. I have found 
it very important when placing orders on order book to note carefully by 
whom and how given, e. g. : 

John Brown, himself or letter, 4, 21 ; or by telephone of by his man, 
James Dunn. 

When the clerk makes out his tickets he should be careful to check off 
the items he is shipping, marking (d) or (did) against such items. 

3. Sales Book. — Use two alternately. My preference is a four-column 
book,, viz.,. first column for credits ; second column for yard charges ; third 
column for mill charges ; fourth column for the total. 
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In this way at the end of the month we have the total sales, the total 
returns or deductions, the total for the yard and the total for the mill, and 
we post the total sales and total returns at the. end of the month to sales 
account. 

The sales book should be written by the shipping clerk on his assistant, 
from the triplicate tickets; the salesman or party authorized puts prices to 
the various items and makes the extensions, then the proprietor can look over 
the book, see what has gone out and note if the charges are made satisfactorily. 
The book-keeper takes the signed tickets, when returned, and checks them 
back on the sales book, thus making sure that all charges are properly made 
and nothing omitted. He then goes over the extensions and carries his 
footings forward. From sales books the bills are made out daily, being 
kept in an alphabetical blotter portfolio. Should anything belonging to a 
contract be charged the priqe should be taken from the estimate book, and 
said item marked chg. or c. on such book. 

I would advise the never giving out of a bill until it has been compared 
with the ledger. 

4. The Cash Sales Book is written up from tickets turned in. We 
use this so as to keep the credit and cash sales entirely distinct, and because, 
although in form the books are alike, the cash sales book having no names in 
it, can be smaller than the ordinary sales book, the total cash sales going to 
cash book in a lump at the end of each month, or each week, as may suit the 
business best. 

5. The Journal requires little explanation. As we give and take cash 
discounts continually, I find it convenient to reserve a page of the journal for 
such debits and credits, so as to save labor; thus posting the totals to per- 
centage account at the end of the month instead of making numerous entries, 
thus : 

Feb. 29-April I— John Smith, 2% on $400 $8.00 

3 — Peter Brown, 2% on $250 5_oo 

6— John Roe, 2% on $300 6.00 

9— James Doe, 2% on $175 3_50 

To percentage ^22.50 

6. The Cash Book needs no special mention; one with columns for 
expense, merchandise and sundry payments, being very satisfactory. 

7 The Ledger is like all ledgers. Let it be divided into sections, if 
only one is used, with one account called "Sundry Debtors' Controlling 
Account," to facilitate the taking off of the'trial balance, and to show the 
outstandmgs at the end of each month. 

8. The Contract Book.— Contracts to some are a bugbear. Some of 
our customers wish us to charge the whole contract at once, even before 
delivery; others want no charge made at all until the whole is sent; but we 
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must have one system, and said system should show the actual facts, both 
that our books may exhibit our business as it is done, and in case of a suit, 
when only part has been delivered, and the work stopped. We charge each, 
item as it is delivered just as for any ordinary order, but we do not biil 
these items; we simply enter the total daily on the contract book, so that 
at any given date we can tell how much has been sent. At the end of the 
month, having footed up a bill, we add amount delivered on contract and the 
total should agree with the account on the ledger. We do not keep the extras 
and the contract distinct on the ledger, but a reference to our contract book 
will show the amount of each. We do, however, keep a separate ledger and'- 
contract account for each job the contractor may have, which saves a great 
deal of confusion ; in other words, each job becomes an individual account- 
On the contract book I make the following remarks, or notes : 

John Smith, "Brown house" — 

Mill, $450; Est. book, 3; Fol. 279. 
Yard, $600; Est. book, i; Fol. 180. 

The contract book has two columns, one for the mill and one for the- 
yard. 

9. The Purchase Book has nothing peculiar about it, except an extra 
column to keep track of purchases made for the yard and of those made for 
the mill separately. 

I have no use for the sundry creditors' controlling account, for the rea- 
son that we discount all our bills. The running accounts, of which we have 
about twenty — parties from whom we buy frequently during the month, 
generally not large amounts at a time, to save labor, I open once a month and 
close them almost as soon again; thus — such parties allow us discount if 
these bills are paid on or before the tenth of the month following purchases — 
to save labor instead of entering invoices as they come in, I wait until after 
the first of the month, enter them all at once, and then pay them. The large 
bills, for lumber, etc., I enter as soon as I receive report on same, and make 
settlement within ten days. 

10. The Freight Book, in which we keep an exact record of everything^ 
paid to transportation companies, thus : 

Date, number of car, article, shipper, weight, rate, amount of charges. 

11. A Note or Bill Book, in which is kept the record of notes received 
or given. 

12. tlollection Book. — This gives in alphabetical order the names, 
addresses, and the amount owing us by each customer. A book on the pat- 
tern of a trial balance book is a very satisfactory one. The collector can tell 
at a glance how much each customer owes, what he has paid, etc. — a year to 
each page — without bothering the book-keeper or having to hunt up the 
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account on the ledger. At the end of said book I keep two columns showing 
each month — the first, amount outstanding ; the second, amount collected. 

13. A Pay-roll Book. — The one in use is one I introduced, and it serves 
our purpose very well. I use one month to the page, thus : 

MAY, 1901. 



Name. 


Rate. 


i 


11 


18 


25 


Remarks. 


Time. 


Amt. 


Time. 


Amt. 


Time. 


Amt. 


Time. 


Amt . 

























The factory hands are kept together, the drivers together, the yard and 
mill help having each one. page, so that I get the total wages paid, the cost at 
the mill and the cost at the yard. By keeping the classes together I greatly 
facilitate my work when required to make my report to the Bureau of LaboT, 
and for that to the Casualty Insurance Company, for we insure our men. 

14. Insurance Book, in which are kept the records of various fire, 
accident and boiler policies, 

1 5. Stock Book, in which the items of the annual inventory are kept. 

16. Mill Lumber Book. — This is what we call it. In this book a com- 
plete record is kept of the lumber taken from the yard for use in the mill. 

The book-keeper keeps track of these books, for from them he keeps 
posted as to the amount of insurance he should carry, whether to add or to 
cancel policies. As it is difficult to keep track of the various items leaving 
the yard by direct sale or otherwise, we figure everything into feet and take 
the inventory average price as our standard, e. g., January i, we find that we 
had 3,000,000 feet of lumber on yard, and this amounted to $60,000— the 
average price would be $20 per thousand. Suppose on May i my stock 
book shows by figures of sales and purchase that I have only 2,500,444 feet 
on hand. I would then reduce my insurance to $50,000, etc. 

On a blank sheet which I have ruled for the purpose, I keep the following 



record 

Payments. 
Outstanding. 
Purchases. 
Yard expense. 
Mill expense. 
Total expense. 
Yard sales. 



Mill sales. 
Total sales. 
January. 
February. 
March. 
Etc. 



This record I have kept neatly year after year, so that at a glance a 
resume of our business can be obtained. On said sheet I have this record 
of our last twelve years. 

The sales book, which is the tickets themselves, would, in theory, be 
the proper thing, but in practice we have found it difficult to have the tickets 
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so written as to give the proper satisfaction and have had to follow the system 
of copying said tickets. This can be done at leisure, and the book thus 
presents a much neater appearance. 

In the mill we employ a voucher, on which is noted the amount of lum- 
ber used on each distinct piece of work, gind also the time which has been used 
by each one working on said piece ; and thus we can obtain a very accurate 
value of any special work. — B. Reynaud. 

A good method of keeping stock of lumber in a lumber yard is as fol- 
lows: 

Have a stock ledger made to order, with extra width on debit side of 
dividing line, and debit side divided into columns ruled, with printed head- 
ings as follows : 

Date of entry, journal page, from whom purchased, car No. or vessel's 
name, price per M. feet, quantity or No. of feet bought, total. On the credit 
side the columns are ruled, date of sale, quantity sold, and total. Every sixth 
line is ruled red to facilitate addition. When an invoice has been O. K.'d and 
entered in journal, it is passed to the stock ledger keeper, who enters it in the 
' ledger, noting all the items of the invoice under the columns of their diler- 
ent headings. An invoice of shingles would go under shingle account, show- 
ing date of entry, from whom purchased, price, No. of car, quantity, etc. 
If the goods on an invoice are placed iil two different storage sheds an 
account is opened with the stock placed in each shed, and a consecutive record 
of goods purchased is in this manner secured. 

The sales are received from the salesmen on consecutive sheets, which 
are afterwards made up in small books, each book covering one month's 
sales. The salesmen are careful to describe the lumber sold as it is designated 
on the invoices, and also when a lot, with one invoice is placed in two differ- 
ent sheds, they designate the shed from which it is taken, that is, i,ooo 
"Q." clapboards, shed No. 3, etc. For the purpose of assembling the sales 
items have blank's printed with columns provided for the most important 
stock, and another blank to be used for miscellaneous stock. As soon as 
the book-keeper has charged up the sales, the assistant takes the sales sheets 
and enters the quantity of each item sold, upon the printed forms, 2 x 3 R. 
spruce goes under that column, 2x6 under its column, etc. Shingles, laths, 
clapboards, etc., all go to their respective places. Once a week, perhaps 
oftener, or perhaps once in two weeks, according to trade, these blanks now 
filled, are footed up and the quantity sold is credited to its respective account 
on the stock ledger. As the account is credited the ledger page and cost is 
put down on the blank posted form, when, by posting the printed blanks to 
the stock book, an accurate account is obtained of what has been bought, 
what sold, and the balance on hand. 
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It will be found desirable every now and then to take an inventory of 
stock on hand and compare with the balances shown in the stock ledger, and 
if any loss of value or quantity in a pile of lumber is discovered, it should 
be credited on the stock ledger. The tracing does not enter into the depart- 
ments of accounts. 

The classification of accounts used by some lumber companies dealing 
in hardwood and pine is as follows : 

In ths Pine Department (including Norway and white Hemlock, 
Cedar, Shingles, Laths, Posts, Holes, Sashes and Doors), Lumber account 
(covering direct shipments to customers from stocks other than carried at 
Chicago), Lumber Stock account (covering purchases and shipments from 
stock carried at Chicago), Shingle account. Shingle Stock account. Lath 
account. Lath Stock account. Picket account, Picket Stock, account. Post and 
Hole account, Post and Post Hole Stock account. Sash and Door Stock 
account. 

In the Hardwood Department. — Lumber account and Lumber 
Stock account same as explained above. 

The above are simple trading accounts covering lumber purchased and 
sold. 

For a retail lumber business the following is a good system of account- 
ing: 

The books used dre order book, sales book, cash book, journal, bill book, 
ledger, also a cash register. 

The order book is the book of original entry. In it are entered all orders 
for future delivery, also charges for lurriber sold and immediately delivered 
This really makes it a combined order and day book. The construction of 
this book is, peculiar, two-thirds of the leaves being perforated to allow of 
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their being readily detached as they are used. A permanent leaf is bound 
between every pair of perforated ones. The permanent leaves are designed 
to receive a carbon copy of the orders written upon the detachable ones. The 
perforated leaves are subdivided into tickets, eight to the leaf. (See form 
"A") 
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- These tickets are numbered consecutively, the permanent leaves being 
numbered in duplicate. The numbering is commenced at the top of the outer 
row of tickets and thence descends to the bottom of the leaf. When these 
four tickets are detached we return to the top and commence upon the next 
row. Let us now follow the process of the taking, filling and final disposi- 
tion of an order. 

We first fill out one of the "A" forms as described with date, name of 
customer and kind and amount of goods ordered. It is then placed upon 
the delivery file, and there awaits its turn to be filled. The tallyman then 
takes charge of it and proceeds to load the teamster with the different items 
called for. 

Every item is checked as it is loaded. A receipt ticket is next made out 
in duplicate, the original going to the purchaser and the duplicate, bearing 
the signature of the purchaser, is returned to the office. The oales ticket is 
then indorsed "gone" and the initials of the tallyman and teamster are noted 
thereon. It is then placed upon the "gone" file and there remains until the 
close of the day's business. The next morning all of the delivered tickets are 
collected and arranged in their numerical order, a memorandum being made 
of any missing numbers. 

Four items are then examined upon each ticket and a red ink check is 
made opposite each item to indicate that it has received a careful scrutiny. 
These items are "Charge or paid," "gone," "tallyman" and "teamster." On 
each ticket the words "charge or paid" are printed, and the salesman is 
expected to write the answer. No scratching goes. Formerly no printed 
reference was made to this item and only "paid" tickets were so marked. 

It transpired, however, that on certain rare occasions a "paid" order 
was not so marked and would be charged up to the customer, as all tickets 
that were not marked "paid" were supposed to represent a "charge" sale. 
But with the ever recurring "charge or paid" before him, the salesman 
indorses in his own handwriting the answer, thus proving that his thoughts 
have dwelt upon this particular part of the business under standingly. 

It has also happened that a ticket has found its way to the "gone" file 
before all the items called for have been delivered. 

Therefore, if any irregularity appears when checking the four items 
mentioned, the ticket is returned to the delivery file with a request that it 
be properly indorsed. The next thing done is the checking up of the missing 
ticket numbers. If a ticket is lost a duplicate is made from the carbon copy 
in the order book. ■ 

The items on each ticket are now priced, and the extensions are made. 
A bill is next made out, and the extensions again made upon it. The figures 
on the ticket and bill are then compared, and if found to agree, each is checked 
O.K. 
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In order to more perfectly guard against errors 1 always compute the 
extensions upon the bill and ticket in a different manner. For instance, sup- 
pose we have an item, say 20 2x4 i8's at $16 per thousand. A 2x4 18 has 
12 feet of lumber in it. With the ticket before me J would perhaps make the 
computation thus: 20x12 equals 240 ft. 

200 ft. at $16 equals $3-20 

40 ft. at $16 equals 64 

Total $3.84 

Turning to the bill I would figure : 

240 ft. 

Add 1-2.. $1.20 amount at $IS per M. 

■ Add i-io 24 amount at i per M. 



Total $3-84 

Examples like the above are generally figured mentally. 
All of the bills are kept in an indexed filing case until the end of the 
month, when they are mailed or handed to the customers. Before mailing, 
the total of each bill is compared with the balance shown by the ledger. This 
in a great measure checks against errors in the trial balance. It is also very 
convenient to have a customer's bill all made out should he call for it at any 
time during the month. At the same time the bill is made out an envelope is 
addressed to the person whose name appears thereon, if I have reason to 
believe it must be mailed at the end of the month. Whenever a bill is ren- 
dered I note on the ledger in small characters: "BR 2-i-'98," or whatever 
the date may be. 

We are now ready to enter the charge in the sales journal. The form 
of this book is illustrated by Form "B." A glance will enable anyone to 
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understand the method of journalizing the sales. With a very large retail 
business the posting can be done direct from the sales tickets, and this form 
used as a summary sheet, merely entering the ticket number and extending 
the totals of lumber, lath, shingles and merchandise into their respective 
columns. We prefer to journalize the sales, however, for the reason that 
they are then recorded in a more compact and convenient manner. Each page 
of the sales journal is self-proving, except the number df feet of lumber and 
number of lath and shingles. The footings of each page are carried forward 
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from day to day, until the end of the month. At the close of the month the 
totals of the lumber, lath and shingle columns are thrown into one grand total, 
the amount of which is posted to the credit of a "lumber sales account." 

The total of the merchandise column is likewise posted to the credit of a 
"merchandise sales account." Returning to the sales ticket, it is disposed of 
in the following manner : Having been copied into the sales journal it is 
stamped "entered" and the sales journal folio noted thereon. The tickets 
are then filed away in envelopes containing one hundred tickets each. 

These envelopes are about one kich in thickness and are marked upon 
the end with the commencing and ending numbers. 

A thousand tickets occupy a space about ten inches long, four inches wide 
and four and one-quarter inches high. By referring to the sales journal- any 
desired ticket number can be quickly ascertained and the ticket itself almost 
instantly produced. 

Having thus far dealt exclusively with the handling of debits it will now 
be in order to turn our attention to thp credit portion of the business. Alt 
money received is handled through the medium of an autographic cash 
register. No doubt the mechanism of this machine is familiar to most. 

Where several persons have access to the money drawer such a machine 
is invaluable, as it keeps the records uniform and correct. The continuous 
roll of paper in the register we have is ruled with six money columns. One 
column is used for money received on account, another for money paid out 
and the balance for cash sales. When a cash sale is made the number of feet 
of lumber and number of lath and shingles, as well as the amount of the sale 
is entered upon the record roll. At the close of the day's business the strip 
containing the record of the day's transactions is torn off and the register is 
adjusted anew for the next day's business. Balancing cash is a simple pro- 
cess, as the totals of the "received on account" and "cash sales" columns, 
less the amount paid out, should just equal the amount of money on hand. 

These record strips, containing as they do, the original entries, are care- 
fully filed away in envelopes similar to those in which the sales tickets are 
kept. The items upon the record slip are copied into the cash book and the 
distribution of the cash sales is made in the sales journal. 

We use an ordinary three-column cash book, and balance it daily. No 
bank apcount is kept in the ledger, all money deposited being counted as cash 
on hand. However, the cash book shows each day the actual amount of cash 
on hand and in the bank. Whenever a check is drawn the familiar method 
of deducting the amount on the stub of the check book, and entering it directly 
upon the credit side of the cash book, is followed. 

It now remains for me to describe the style of journal used. Form "C" 
is a facsimile, and perhaps requires some explanation. Beginning with the 
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left hand page the first heading that meets our eye is "lumber purchase 
account, Dr." In our ledger we have three distinct lumber accounts, viz.: 
"Ivumber," "lumber purchase" and "lumber sales" accounts. The "lumber 
account" is charged at the beginning of the year with the. amount on hand 
as shown by the annual invoice. This account remains untouched until the 
■books are closed at the end of the year, when the other two lumber accounts 
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are closed into it. The "lumber purchase" account is charged with the total 
.amount of lumber, lath, and shingles purchased during the year, and is cred- 
ited with any amounts purchased and afterwards returned. The debits to 
this account are posted once a month, and consequently the actual net pur- 
■ chases to date are shown on each month's trial balance. In addition to this 
the number of feet of lumber, and number of lath and shingles is also known. 

• The "lumber sales" account is handled in exactly the same manner, the order 

• of posting being reversed. 
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At the end of the month a brief recapitulation of the "lumber" 

account is made. Taking the number of feet of lumber on hand at the 

.beginning of the month, plus the amount shown by the "lumber purchase" 
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and "lumber returned" accounts, we deduct therefrom the gross sales. The 
remainder will represent the approximate amount on hand. The same 
process is repeated with lath and shingles. By using this style of journal the 
approximate amount of lumber, lath and shingles in stock can be readily 
ascertained at any time, valuable aid should we be called upon to adjust a 
loss by fire. The next two columns need no explanation, it will be under- 
stood that the total of these columns are posted to the ledger once a month. 
We do not subdivide the "expense" account, but for the information of the 
manager, I compile from day to day a summary sheet, which is submitted 
once a month. 

Returning to our description of the journal, the next column is headed 
"merchandise, purchase. Dr." The "merchandise" account is triparted in 
the same manner as the "lumber" account, hence the necessity of a "mer- 
chandise purchase" and "merchandise returned" account. The remaining 
columns explain themselves. 

The system of keeping record of time in lumber companies is an import- 
ant feature of this business. The laborers are employed in different ways, 
sometimes spending part of a day in, one department and the remainder in 
another. They also obtain advances of cash, and purchase merchandise at 
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the camp store. It is necessary, therefore, to have a special pay roll book, 
or, as it is called, a "Hands Ledger," an illustration of which will be found 
under the heading of Pay Roll. Each workman is furnished with duplicate 
tickets — one for each department in which he works. On this ticket the 
foreman punches the time occupied on the job, so that the laborer is always 
in a position to check up the settlement of his account by the time-keeper. 
We append samples of these duplicate tickets. 

The originals of these tickets go tq the time-keeper, from which he 
makes up his records. 
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MACHINERY ACCOUNT.— An account representing the value of' 
machinery owned by a business. 

Machinery is sometimes included in a Plant Account, and an account: 
is sometimes opened to represent both machinery and tools. 

MAIL ORDER BUSINESS.— Before any merchant starts in on the 
mail order business it is'well for him to remember two things. One is that 
he must have goods which will give thorough satisfaction, and the other is 
that his methods and management must be perfect. I want to give special 
emphasis to these rmists, because those with whom the merchant will deal 
have no opportunity to hear of the whys and wherefores of mistakes or 
delays except through letters, and letters are not as forcible as face to face 
talk. Then, again, the mail order customers know but little of the mail 
order merchant except what they learn through his advertisements and froin 
hearsays. The reputation of the merchant among mail order customers 
depends entirely upon the goods he sends and the treatment he give his cus- 
tomers. Good goods, good assortments, good treatment are the main 
requisites of this branch. 

To give good treatment, you must have good management in your mail 
order department, and good management requires a few rules. I will give 
them below, but will not go into detail as to how they should be carried out. 
The manner of their enforcement is as variable as the dispositions of man. 
Here are the rules : 

1. Fill all orders promptly — the same day as received, if possible. 

2. Fill all orders accurately. Ask customers to make a second and 
third choice, 

3. Give mail order customers full benefit of to-day's prices. 

4. Return all money sent in excess of purchase. It saves book-keep- 
ing expense. 

5. Have each assistant through whose hands an order passes, put his 
or her stamp on it. You can then place the blame in case of error. 

6. Keep an indexed list of all orders, shipments and customers. 

7. Notify customers of the manner in which, and the date on which 
shipments are made. 

8. Make good any unsatisfactory purchase that you would make to 
an over-the-counter customer. 

9. In all advertising matter sent out quote prices and give the amount 
of postage, expressage or freight charges. 

10. Give a set of these rules to each employee in your mail order 
department, and see that he lives up to them. 

In many lines the mail order system is gradually but surely supplant- 
ing the traveling salesman. While there are no doubt immense advantages 
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in a personal interview, I believe the trained correspondent can accomplish 
more through the medium of letters than the salesman, buyer, or collector, 
can achieve when they meet a customer face to face. At first thought this 
seems difficult, but experience has taught me it is not impossible. 

One way to cultivate a successful mail order business is to take a small 
area of territory and work it thoroughly. Spreading out with the effort, 
trying to reach everybody at once, is wasting money. If your first letter 
does not bring results, send a second letter, and a little while after send a 
third. Concentrating the effort and repeating it is the secret of success. It 
is well to set a limit as to the number of letters .to allow in following up a 
prospective customer, and I will now give a plan or system of following up 
which can be easily adapted to any mail order business. 

It is of course very essential to have a system of handling names of 
prospective customers, and keeping a record of transactions. Obviously the 
best recording system yet devised is the library system of indexing by cards. 
Your system' should enable you to determine quickly and accurately whether 
or not you have done business with any certain person and if so, to what 
extent and on what dates, together with any other details. 

If you are going to circularize several states I would suggest a classi- 
fication of your cards by states and counties. In selecting your names I 
would circularize but one name in a town of i,ooo or less. In towns of 
I, GOO to 2,000 I would circularize two names, and in larger cities I would 
select three names, but no more. As your business progresses the reason for 
this will become more apparent. 

Having heard from a merchant in reply to your letter you will remove 
his card from your prospects and send him a special letter, which in due 
course is followed with a second and third letter, provided, of course, noth- 
ing has been heard meanwhile. With a third and final letter a postal card is 
sent addressed to the firm, on the back of which is printed a form as follows : 

Smith China Co., 

Glazer, N. Y.: 
I have received your letter and reply as follows: 
Did you receive our catalogue? 

Are you interested in ? 

I expect to order about? 
Any other particulars? 

Name 

Address •. 

Date 

Out of 500 postal card letters sent out fully 75 per cent replied in some 
way and this enabled us to determine whether it was any use to waste further 
postage upon the inquiry or not. This same plan can also be successfully 
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worked with any of your customers who have not ordered any goods for 
some time. 

Circularize your prospects regularly and persistently. The best results 
are only obtained from circularizing with considerable regularity and for a 
considerable time. Spasmodic circularizing is almost entirely a waste of 
money. If your prices and goods are right and your letters of the right kind 
this method will bring you business if there is any to be had in your line. 

At the end of every three months I would work the postal card plan 
on those prospects who had not replied to my circular letters. This would 
determine if a name should be continued on the active list of prospects or 
dropped and another substituted. This is where the point of not working 
all of your available names at the start comes in. In this way you can always 
keep a live set of prospects on hand. 

In the meantime you have been sending out matter to your customers 
right along. Your matter to your customers should be interesting and of 
the kind that will surely be read, and perhaps read again. If instructing and 
convincing it will surely have a good efifect. At the end of the three months 
they will be a good deal better customers than before. They will understand 
and know more about you and your business and the good this will do you is 
something hard to estimate. 

The above plan will bring business if any plan will. The follow up 
• system if rightfully carried out will squeeze your territory dry of every pos- 
sible order you could ever get in any given time. — C. H. Dirhold. 

Two hundred letters may be written and sent under sealed cover every 
day at an expense equivalent to that of an ordinary traveling representative 
for the same time. Letters do not have to wait in the ante-room of the busy 
buyer until he is at leisure; they are received at all hours — always given 
attention, and if brief and to the point will leave an impression which must 
become stronger with repetition. But the successful promoting of trade 
by mail is not a matter of mailing so many letters per day. It is a problem 
demanding careful study and the observation of methods best adapted to the 
individual nature of the business. To secure results a definite plan must be 
determined upon, constantly improved by experience and executed with 
painstaking care and great regularity in every detail. Perfect organization 
is required and the aid of labor-saving office machinery. 

Cheap help properly organized and directed equals unorganized help of 
higher individual talent. 

In two ways may the mails be used in promoting trade : 
(i) By writing unsolicited letters to possible customers. 
(2) In following up inquiries from possible customers. 
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The first is often attempted, the second almost invariably tried, but with- 
varying degrees of success. 

When considering a proper system for obtaining results from the use 
of unsolicited letters to possible customers these points must be considered: 

( 1 ) Proper organization. 

(2) The office machinery required. 

(3) The consideration and influence of direct and indirect results. 

Of the greatest importance is the proper organization of your forces 
(those points of equal superiority you have over your customers) and a clear 
conception of the definite plan to be carried out. Each letter must be pre- 
pared with this in mind and each letter a part of the whole complete in itself 
and yet adding force and complementing those sent before. Each one a link 
in a chain that is*to get and hold the patronage of the possible customers to- 
whom it is directed. 

Do not try to accomplish everything in the first letter; leave part of 
your story for the next. Bring out one idea so sharp and clear that it will 
be involuntarily impressed upon the reader. Allude to this in the next of 
the series, refreshing the memory and recalling the impression made in the 
first. This will secure attention to what you may have to propose in the letter 
in hand, and so from letter to letter always completing one idea before 
broaching another. 

Be opportune; find out when your customers are most apt to be inter- - 
ested in your product and strike then. Be sharp and quick and short. Do 
not deal in generalities. Every one of your competitors has the "best goods - 
at the lowest prices," "the most complete line in the market," etc. These- 
expressions have become mere matters of form and utterly meaningless. 

Be liberal — do not pay Uncle Sam two cents to carry a one-cent letter — 
a cheap letter-head — a poor envelope — a false impression of your house. 
The people you are addressing gain their impressions from what you are 
sending them. It is your definite purpose to impress them with the desir- 
ability of buying from you because you will be liberal in your dealings with . 
them. 

The office machinery required is not extensive or expensive. It is that. 
part of the system that will do much to insure ultimate success. It is so 
simple and complete that once properly started and then put under the care- 
of your cheaper help it otherwise practically operates itself. 

It consists of : 

( I ) Accurately cut cards, ruled and spaced to receive the proper rec- 
ords. 
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(2) Cards with projecting edges, properly labeled, placed at intervals 
to index and make accessible and of practical benefit the information 
recorded. 

(3) A case of drawers for holding the cards. 

This outfit may be "home-made," or preferably secured from a maker 
of card index outfits. As the cards are readily interchangeable, a small case 
may be purchased at first, and if subsequently not found large enough the 
cards may be transferred to a larger case, without disturbing the records or 
the index. , 

The illustration figure ( i ), is a sample of an excellent card for records. 
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In describing this card the different spaces are referred to by numbers. 

( 1 ) For the name of the possible customer. 

(2) For the name of the buyer or the influential man you are tc 
approach. This you will obtain either from your salesmen or from the let- 
ters written you. Almost invariably the name of the person dictating the 
letter is the one that does the buying. 

(3) For the freight rate in car loads and less than car loads. When- 
ever a freight rate is obtained It should be entered on these cards and this 
will save you a great deal of telephoning and needless correspondence. 

(4) (S) For the address. 

(6) For the business in which they are engaged. 

(7) For the rating in Dun and Bradstreet. 

(8) For recording the manner of paying bills "prompt," "fair," 
"slow," "very slow," etc. This is a guide in determining the extent of credit 
to be allowed and the effort to be put forth in gaining their patronage. 
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(9) For a limit of credit. This is particularly valuable where credits" 
are first passed upon by one in authority, and bills are subsequently allowed 
until the limit is reached. 

(10) For that part of your product which the possible customers can 
use determining the nature of their business. This will save you many cir- 
culars and useless letters. 

( 1 1 ) For memoranda, showing .where the possible customers are now 
buying, and, as near as you are able to determine, why they the buying there. 
This information is more or less hearsay, and must be determined from your 
salesmen and from the letters written to you by your possible customers. 

(12) For what they say, either in reply to your letters or to your 
representatives. Perhaps your customer is of the opinion that your goods 
are inferior in quality. It will be well to have this always before you and it 
will have a bearing upon your correspondence. Perhaps he thinks your 
goods are too high priced. Notation of this fact will cause your corre- 
spondent to' lay special stress on the quality of your goods. 

(13) For entering complaints. Perhaps a complaint has been made 
of the quality of your goods, or delays in shipment, of wrong routings and 
poor packing. In conducting correspondence and in making further efforts 
to secure their trade it is well to bear these complaints in mind, so that your 
customer will know that you have not forgotten any errors that have been 
made, and that you are paying such careful attention to his business that 
they are not apt to re-occur. 

(14) (15) For the name of your salesman and what he reports of 
your customers — of particular value if you lay particular stress upon the 
importance of these reports. Your salesman comes in direct contact with 
your customer, learns how they may be approached, their chances of success, 
what their local competitors and acquaintances say of them, and numerous 
other details, each of which may have a bearing upon your treatment of the 
customer. 

The spaces (16) contemplate the use of form or stock letters. By this 
is meant letters of so general a character that they may be sent out to all or 
a large portion of your entire list, advising them perhaps of changes in your 
methods, of extra inducements, of efforts you are making to perfect your 
line, etc. 

A properly conducted series of form letters will admit of a great deal 
of correspondence being handled direct by the stenographers without the 
personal attention of yourself or those in charge of your correspondence. 
For instance, a form letter may be written advising your possible customers 
of a new machine you are to market. The date on which this form ( No. i ) 
will be sent will be entered in the space for that number. If within a reason 
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able time you have received no reply another form letter is sent, calling 
attention to the first letter, and perhaps introducing a new subject, for pos- 
sibly if the first inducement was not interesting the second may be. Again, 
if the second form is not answered at a suitable interval, a third form is 
written, and so on ad infinitum. Providing, however, you have received a 
reply to the first letter to the effect that at present these particular customers 
are not in the market for one of several reasons, such as, being supplied at 
the present time, the prices offered being too high, etc., form letters may be 
devised in answer to these replies, and when sent entered in their proper 
spaces, so that an extended correspondence may be conducted by means of 
these form letters. In case a reply is received, the date of such reply is 
entered in space i6, and the second and third form letters are not sent. Care- 
ful study will result in your adapting an arrangement of form letters to meet 
the requirements of your business. 

(17) Is for entering the dates on which you have mailed your circu- 
lars or catalogues. Each circular or catalogue should be given a number, 
and when any of these circulars are sent to your possible customers the dates 
should be entered in the spaces immediately following each number. Thus, 
in conducting correspondence, you will know exactly what reading matter 
is in the hands of each possible customer, and this will save you duplicating 
catalogues needlessly. 

(18) Is for entering the dates of special letters sent. 

(19) For entering the source of the inquiry. From this information 
valuable statistics may be gathered as a guide for your future proceedings. 

(20) For entering the cost of each inquiry, equally valuable. 

(21) For entering the date of the inquiry. 

The card, of course, could be so arranged to conform particularly with 
the requirements of your own business, but the above has been found to be 
very practicable. 

By means of cards with projecting edges, on which are printed the 
names of states and towns within the states, this list may be arranged and 
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classified so that the cards are readily referable. The arrangement by states 
and towns is preferable to any other arrangement,' for when your salesman 
is in any town in which you have customers you can instantly refer to the 
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oards representing the customers in that town, and from these cards "Ascer- 
tain exactly the efforts you have made to obtain trade in that locality, and 
what the results have been. This knowledge will help you to supplement 
the efforts of your traveling salesmen, it will help you to form a definite 
idea of what your salesmen should do in that locality, and if business is not 
obtained and the reason of this is not evident you will be able to make inquiry 
of your salesman, ascertaining if his territory is handled to the best possible 
advantage. In connection with this index we suggest an arrangement of 
guide cards, similar to figure 3. This index is for the filing ahead of matters 
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for future attention, and in the index is filed duplicate cards, referring to 
the complete card in the locality index which will give the necessary infor- 
mation. This c,ard can be filed ahead from time to time, as the possible cus- 
tomers represented need attention. 

FOR RECORDING DIRECT OR INDIRECT RESULTS 

It is well to have printed on each card representing a city, or if you do 
not want to be as accurate as this, on each card representing a state,, a form 
similar to figure 4. In this illustration reference is made by number. 

( I ) Is for the name of city or state. State cards are usually distin- 
guished from town cards by color, and the state cards are usually with a 
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larger projection than the town cards, and arranged in the center of the 
drawer, while the town cards are arranged in alphabetical sequence, running 
from left to right, in order that they may readily be seen. 
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(2) Is for the source of the list of possible customers to which you 
are now writing. 

(3) For the price paid. 

(4) For the territory covered. 
( 5 ) For the date. 

(6) For the number of the letter. Each stock letter to be sent out 
bears number and the complete list should be preserved for future reference. 
Some time in the future,- after you have used the system for some time, you 
will want to refer back and find why some letters were profitable and why 
some perhaps were not ; this may be due to the season when the letter was 
sent or to the nature of the letter itself. 

(7) For the number in list when first written, because this may vary 
from time to time, and in figuring percentages of replies and orders received 

, it is necessary to know the number of letters sent out. 

(8) Is for entering the number of replies received. As replies are 
received from the possible customers a check is made in this space by the one 
in charge of the file. The 2nd, 3rd, 4th and sth letters have spaces for enter- 
ing this same information. 

(9), (10), (11), (12), (13) For entering the cost of each series of 
letters. 

( 14) For the total cost of the complete series. 

(15) (16) (17) (18) (19) For entering the direct orders received in 
response to each series of letters. 

(20) For entering indirect orders received which cannot be traced to 
any particular letter. ^ 

(21) For entering remarks called forth by a consideration of the 
results tabulated on the card. 

Although in describing this system many words are necessary in oper- 
ation, it is simple and quick. 

A system for the proper handling of inquiries and the eventful convert- 
ing of them into customers differs materially from the one outlined above 
and will be outlined in a subsequent issue. — A. W. Shaw. 

MAINTENANCE ACCOUNT.— An account or serie:, of accounts 
representing cost of repairs, renewals and replacements. 

MANIFEST. — An invoice, this term being commonly used in connec- 
tion with imported goods, in regard to which there are certain legal require- 
ments to be complied with, as follows : 

I. That all invoices of imported merchandise shall be made out in the 
currency of the place or country from whence the importations shall be made, 
or if purchased in the currency actually paid therefor, shall contain a correct 
description of such merchandise, etc. 
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2. That all such invoices, shall at or before the shipment of the mer- 
chandise be produced to the consul, vice-consul, or commercial agent of the 
United States of the consular district in which the merchandise was manu- 
factured or purchased as the case may be, for export to the United States, 
and shall have indorsed thereon, when so produced, a declaration signed by 
the purchaser, manufacturer, owner, or agent, setting forth that the invoice 
is in all respects correct and true, and was made at the place from which the 
merchandise is to be exported to the United States ; that it contains, if the 
merchandise is to be obtained by purchase, a true and full statement of the 
time when, the place where, the person from whom the same was purchased, 
and the actual cost thereof, and of all charges thereon, as provided by this- 
act; and that no discounts, bounties, or drawbacks are contained in the in- 
voice, but such as have been actually allowed thereon, etc. 

3. That no different invoice of the merchandise mentioned in the in- 
voice so produced has been or will be furnished to any one. 

A way bill, giving itemized description of goods shipped over railroads,, 
one copy of which accompanies the shipment, the other being forwarded to 
the general office. 

MANUFACTURING ACCOUNTS.— (See Factory Cost Account- 
ing)- 

The effects of the careful carrying out of a proper system in the pattern, 
and stores departments of a manufacturing company may be seen through all 
departments of the business. 

As regards the pattern room, want of system or what is even worse, a 
system not carried out, may heavily handicap the operations otthe Foundry. 
The results of a similar condition of affairs in the Stores Department will be 
felt through all the shops and may go far to neutralize the work of both 
factory and general office. 

To be effective, the basis of any system used in the Pattern Room must 
be a number for and on each pattern — an accurate list of what pattern each 
number represents, as well as some system of locating required patterns 
without delay. It often happens that some one or two employees are so 
posted in the patterns on hand and their location in the Pattern Room that 
all regular indexes are abandoned and their individual knowledge depended 
on alone. As long as both or either of these employees is available this may 
be found fairly satisfactory, but should one leave and the other be unex- 
pectedly absent for a few days, confusion is bound to result. The results 
may not be confined to the temporary inconvenience caused, for other 
employees cannot be sure of returning the various patterns they may have 
found, after careful search, to the exact shelf on which they belong. When 
wanted again, not being in their accustomed place, another considerable 
loss of time may be caused before they are found. 
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The listing of a large stock of standard and miscellaneous patterns 
would not be as big an operation as might be expected, provided they were 
already numbered. 

For this purpose, a loose leaf binder should be used with sheets ruled 
as Form loi. Each page can care for twenty-five numbers, thus 200 sheets 
will list 5,000 patterns. The object of using a loose leaf binder instead of 
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a bound book is to keep all patterns of goods manufactured by the various 
departments together. Thus assuming that A is the shop letter of the 
department in which oil-cups are manufactured, the patterns of such articles 
will all bear A as a prefix to their number. It will not matter in the least 
that all oil-cup patterns are not numbered consecutively, and the only advan- 
tage gained by using a prefix is that in many factories the number of 
patterns is so great that to number consecutively from one up would give 
too high a range of figures to conveniently keep record of. 

The fixtures in the pattern room are divided into sections, each of which 
is denoted by a letter. Thus assuming the pattern room to be square. A, B, 
C, D may each represent one of the four walls corresponding to North, South, 
East and West, and the other letters be used to denote fixtures in other parts 
of the room. The tier or row is denoted by Roman numerals, beginning from 
the ground up as high as may be necessary, and the spaces, bins, shelves, 
cupboards, as the case may be, will number from i up, always reading from 
left to right. Suppose pattern No. A 417 is wanted, a glance at the record 
will show it is in the fixture east side of the room in the ninth row up from 
the ground and in the fourteenth space from the left of that row. With a 
pattern room laid out on this plan and a numerically arranged list of all 
patterns with their location filled in, as on Form loi and an index of 
patterns as hereafter described, the company is quite independent of the 
personal knowledge of any employee or employees. As far as the procuring 
and returning to place of any required pattern may be concerned, a smart 
boy may be as useful as a man, whose higher wages are paid chiefly, not for 
the work he does, but for the knowledge he has in his head and which the 
firm ought to have on record and at its command without dependence on 
?iny employee's knowledge or memory. 
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For the pattern index, an illustrated catalogue of the goods manufac- 
tured by the company is used. It is, however, bound up with a blank page of 
record paper between each printed or illustrated page, and with several 
blank pages at end of book. If the catalogue is a large one, it will be 
advisable to have it bound in either two or more sections as may be deemed 
best. On these blank pages are listed the parts of the manufactured articles 
shown in the catalogue of which the firm has patterns. Patterns of articles 
not shown in the catalogue are listed on those pages opposite goods of a 
similar class, and miscellaneous patterns may be alphabetically arranged 
on the blank pages at the end of the book. Of course, with a very large 
eqiiipment of patterns it may be found impossible to index and record each 
and every one. To provide for such, one or more spaces may be left in 
the pattern room without a number -and marked prominently "Miscellaneous." 
Should any such patterns later on be listed in the catalogue, the index will 
show their location in exactly the same manner as if they were to be found 
in a numbered space. 

In the illustration given. Form loi, if the patterns for oil-cups, Fig. 
1018, were required, the catalogue would show the pattern number of each 
part needed and the pattern record would enable anyone, even absolutely 
ignorant of the location of the patterns, to at once obtain those required. 

In a going concern, to put this plan into execution in a pattern room 
with say 10,000 patterns, would be a considerable undertaking, but if as a 
commencement all new patterns were numbered and listed as they were 
made and of the old ones, some numbered and listed whenever opportunity 
offered, it ought not to be many months before the work was completed, 
and the time thereafter saved would very soon pay for the expense incurred. 

Few managers realize the amount of time lost in the pattern room 
looking for patterns which ought to be obtainable instantly, and any condi- 
tions which call foremen from the supervision of their shops to spend their 
time in either stores or pattern room, is not only an increase in the expense 
of operating these departments, but in direct proportion to the time so 
consumed it weakens the productive power of the shops concerned. 

When new patterns are required a factory order (Form VI) is issued 
for the making of same; upon completion they are given a number with 
the prefix determined by the shop producing the goods they represent, and 
are then entered on the pattern record. Many special patterns are made 
for special articles, which it is not desirable to charge to the equipment of 
the pattern room, but the cost of which must be borne by the sale of the 
article for which they are required. Whether such patterns are made upon 
a special order, or upon the same order as the article itself, they are given 
a number in the usual way. In the space for remarks in the pattern record 
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a note is placed opposite the number of such patterns "Manufacturing." 
This indicates that the cost of such pattern has been borne by the manufac- 
turing order, and ultimately by the sale, and not charged to equiiDpient 
account. All patterns not so noted will, of course, have been charged up to 
the equipment of the pattern room, and the value of such patterns will 
represent, less whatever depreciation has been written off from time to time, 
the value of the pattern room equipment as represented in the assets of the 
concern. Such numbers are marked P. and E. in the pattern record. 

A standing order is issued for the repair of patterns, and all charges 
against such order must quote the prefix of the pattern number, but not 
necessarily the number itself. This order serves as a record of the cost of 
maintaining in good condition the patterns required for the output of the 
various departments. 

Two standing orders are issued for discarding worn-out and obsolete 
patterns, and all charges against such orders must specify the number of the 
patterns scrapped, and when possible the number of the . order on which 
they were made. One of these orders is for discarding such patterns as the 
records show to have been made on a manufacturing order. This is simply 
as a matter of record ; such patterns not having been charged to equipment 
account, when they are discarded no book entry is made concerning them. 
The other order is for discarding such patterns as were made on special 
orders, and the cost of which stands as part of equipment account. The 
value of patterns charged to this order is credited to equipment account at 
the value at which they stand when discarded, namely, original cost, less 
depreciation. 

When a pattern is loaned or sent out of the factory for any purpose, a 
pattern on loan card (Form 102) is made out. This card is in duplicate, 
the original of paper, and the copy a buff colored card ; the former is simply 
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held by the chief store-keeper, who is responsible for patterns, as a memo 
and the card is placed in the space where the pattern properly belongs. 

When the pattern is returned the cards are of no further use, and are 
filed away, arranged numericaly, according to number of pattern they 
represent. 

In the case of patterns, templates or samples received from customer 
to work to, a card bearing the number of the order for manufacture of which 
*;hey are required, is affixed to such pattern or template, or sample (Form 
103). On completion of the goods being manufactured, the card is detached 
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and the pattern or sample returned to owner. The date of return is noted on- 
the card, which is then filed away, simply as a memo, of the return of the 
article. 

Except in the case of firms doing a very large business, to customers' 
patterns this plan will be found to keep accurate record of all patterns not 
the property of the company. The card shows the date the pattern was 
returned and instructs the stock-keeper to take a receipt and note the factory 
order number thereon. There can thus arise no dispute; the factory order 
number will, in itself, identify the pattern receipted for, and prove that it is 
or is not the particular one about which inquiry is being made. 

Drawings and blue-prints of patterns, if for a special order, quote the 
number of such order upon them. They are given the same number as the 
pattern made from them, and filed away in a cabinet of shallow drawers, 
sorted according to number, and are kept entirely distinct from all other 
drawings, designs, or blue-prints. 

STORES. 

Material for stores is obtained necessarily either from the factory, 
foundry, or outside suppliers., 
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The mode of ordering and receiving parts from the shops manufactured 
•on factory orders has already been described under the head of Factory 
Cost Accounting. A reference to that article, and a glance at the ' 
various forms there mentioned in connection virith "S" factory orders wil? 
show how the price clerk is in possession of an index of all orders for pares 
for stores, and how this index shows not only what orders are unfinished, but 
the cost of all such as have been completed. 

It is thus an easy matter to compare prices of the various times each 
article or part has been manufactured. The factory clerk has records of 
-uncompleted orders which show how many of the articles have been delivered 
to stores, and how many still remain due from the shops to the stores. . 

The question of ordering and receiving foundry product of any descrip- 
tion is a matter that will be discussed in a subsequent article upon Foundry 
. Accounting. 

Material required from outside suppliers is procured in one of three dif- 
ferent ways : 

First — The store-keeper is supplied with an order book (Form 104) 
-for the purchasing of such material as may be immediately required for any 
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■ factory order ; this form is called special purchase order, and its use or abuse 
lies in the hands of the chief store-keeper. The manager, however, initials 
each morning the special purchase orders issued the previous day. Of the 
two numbers oh this form it will be seen that one is printed, and the other 

■ filled in by the store-keeper when the order is drawn. 

The delivery slip and invoice from supplier for the goods sent, as per 

the specimen order herewith, would show on their face numbers P 1159 

and F 9919. On receipt of goods, with such delivery slip, the party accept- 

" ing same would know at once they had been ordered expressly for factory 

■ order T 9919, and would immediately send them to the shop manufacturing 
the articles called for on that order, and charge them out by means of a charge 

■Blip (Form XVI), quoting the purchase order number, 11 59. When such 

■ charge reached the general office, if the invoice had not previously been 
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received, and the price put on record, the clerk would post the item to the 
Qost sheet ( Form VII), leaving the price blank and noting the purchase order 
number opposite the entry. On receipt of invoice bearing both numbers 
above mentioned there would be no time lost inquiring for what factory order 
the goods had been purchased ; but the clerk would, at once, know the number 
of the order to which the invoice should be charged. 

If the store-keeper has full responsibility for all city purchases — whether 
for stores or factory orders — he is given a standing order number to quote 
on his purchase orders for such goods as he buys for stores. Thus, if this 
standing order should be a No. 155, he quotes on his purchase order F 155. 
Delivery slips or invoices received by the company from suppliers bearing that 
number would show, at once, to anyone receiving them, that the goods were 
for stores and not for a special order in process of manufacture- ' Bearing 
any other number with the prefix "F" would show they were required for 
special purpose, and there would thus be no possibility of a subordinate 
receiving goods urgently required in one of the shops for manufacturing 
purposes, and in the absence of the chief store-keeper, simply holding them 
in stores until either his return or' until inquiry was made about them from 
the shops, or very possibly from the customer himself, asking the cause of 
non-receipt of goods ordered by him. 

Second — As regards material purchased in bulk for stores, the better 
plan is that the purchase orders should be issued subject to approval of the 
manager. With this object the store purchase order in triplicate is used 
(Forms 105, 106, 107). The original is of paper to be sent to the 
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supplier; the duplicate is of tough flimsy; and the third copy is of stiff card. 
It will be noticed on reference to the three forms herewith, that the triplicate 
or third copy is so ruled as to take a pretty accurate description of the 
goods ordered upon the top line. This is for indexing purposes, as will be 
seen later. 
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This form is for use when a considerable order is being given and the 
store-keeper himself must decide between the use of this, or of the special 
purchase order, according to the latitude the manager is disposed to allow 
him as regards buying. If the goods purchased are of a considerable quan- 
tity, or f^r any reason such as uncertain date of delivery, it is thought best 
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to keep a record of the purchase, this form is used. When made out the three 
copies are sent to the manager. If approved he initials each copy. The 
original is sent to the supplier ; the flimsy goes back to the store-keeper, and 
is retained by him until receipt of goods. The third or card copy is filed 
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away in a card index of stores on order, classified according to the informa- 
tion which, derived from the body of the order, is entered by the index clerk 
upon the top line of the card. Thus the specimen card herewith (Form 107) 
would be filed away in a card index, under main division of "Metal, Index, 
Iron; Sub-Index, Sheet." 
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Third — For material ordered outside the city or in special cases for city 
orders also. Acknowledgment of order (Form io8) with the request 
printed upon it that it be returned promptly is endorsed with Form 105. On 
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receipt of such acknowledgment it, together with the probable date of ship- 
ment, is noted on the card copy, in the index of stores on order. This 
acknowledgment is then filed away with the ordinary correspondence. These 
orders may be issued by thestore-keeper, or, if preferred, from the office itself. 
In the latter case the store-keeper draws a requisition (Form 109) for the 
material he requires, and the manager, or the secretary, under his instructions, 
issues the order, noting on it the requisition number, and returns requisition to 
store-keeper. 

On receipt of material in part or complete fulfillment of Stores Pur- 
ciiased Orders, the store-keeper checks off on the invoice and on his copy of 
order the items received. The invoice is then sent to the office and the items 
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on it checked off on the card copy on the stores on order index, the price also 
being noted thereon. When all the items are received the store-keeper's copy 
is sent to the office and simply filed away in bundls, according to date — the 
card is removed from the stores on order index, and put away in the trans fef 
box, classified on exactly the same lines as the index from which it has been 
removed. 
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The office is now in possession of a carefully classified card index, of 
all stores on order, while the cards transferred from such index become a 
valuable and ever-growing record of past purchases and prices. The cards 
are loose in the transfer cases, but in the stores on order index it is advisable 
that they should be fastened in by means of a locked bar, and only those 
responsible for the correct classification in this index allowed to remove 
them ; though they can, of course, be consulted at any time by anyone inter- 
ested. 

It is gradually becoming a recognized fact, that in large concerns it is 
real economy to go to a slight expense in order to keep all records and work 
in such shape that in the unexpected absence of the head of any department 
the work can be taken up and carried on by another with as little friction or 
delay as possible. As regards a keeping of stores, the records given by this 
system can very easily be made to serve largely towards that end. 

The various fixtures are lettered and numbered on the same principle 
as previously described regarding the pattern room. When all goods upon 
a purchase order have been received and the store-keeper's copy of order is 
being sent to the office, he notes on it the fixture and shelf in which he has 
placed the goods — this information is transferred in large figures to the back 
of the card copy of order before it is placed in the transfer cases. Thus, should 
a new store-keeper be called upon to take charge, the transfer case containing 
the card copies of purchase orders for the last six months or year will be an 
extremely serviceable index of the location of all purchased stores. As 
regards parts manufactured in the various shops the transfer cards (Form 
XXVII) may be utilized in the same way. 

If it is not thought well to carry this plan out in its entirety, only the 
letter denoting the fixture, placed on the transfer cards and on the card copy 
of order, will take practically no time, and in an emergency may prove of 
great benefit. 

Bins or shelves should never have their contents marked or printed upon 
them. Changes being made the old marks may be left and may not only 
mislead those looking for the goods, but may cause confusion by some one 
unaware of the change, putting goods away. Instead of marking contents 
directly upon the fixture, cards as large as the space may conveniently allow 
should be used. Two strips of tin about one-half an inch wide and far 
enough apart to admit of the card sliding down between them with a strip 
of thin wood across the bottom, make extremely cheap and serviceable 
holders for these labels. In addition to specifying contents, this card shows 
the number of fixtures, tier and shelf. (See Form no.) 

The arranging and keeping of stores must be governed largely by the 
conditions met in individual cases. The actual disposal of stores in the 
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store-room is, however, deserving of more attention than is usually paid it„ 
While no cast iron rule can be made on the subject, it is a good idea while 
paying due attention to keeping similar goods in proximity, to, as far as 
possible, keep heavy goods on or near the floor to avoid lifting, to keep • 
articles in most frequent demand in most accessible places, to have the. 
various sizes of articles and qualities of goods follow always in succession 
from left to right or from the floor up as the case may be, and especially, to-' 
keep all heavy goods and those staples in constant use on the most direct line 
of transportation between the point where they enter the stores from foundry, 
shops or supplies, and the point where they subsequently leave the stores for- 
the shops — what railway K.en call "the Short Line." In a word, to plan the- 
disposition of all stores and iriaterial with a view to receiving, storing and- 
delivering them with the least possible expenditure of time and labor. 

In theory, all stores should be kept in the store-room, and in charge of the . 
store-keeper, in practice, however, this is impossible. 'Certain p'^orp'' "riust- 
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be kept in various departments, as, for instance, band and wrought iron in- 
blacksmith's shop and scrap and various metals in the* foundry stores. 

As regards the former, and similar cases, factory orders are issued each 
month, to which are charged all material delivered from stores to these 
various sub-stores, as they may be termed. As used, such material is charged- 
out by those to whose care it has been delivered, to the various orders upon 
which it is expended. At the end of the month, an inventory of such sub- 
stores is taken, credited to the order for that month and charged out to the; 
similar order for the following month. These orders are for record only 
and no book entry is made from them. 

As regards the foundry, the only satisfactory way of treating this 
department, is as an independent concern. Charge it with everything whether 
labor, material or other expenditure incurred on its behalf and credit it with., 
sucb output as may be received into stores from it, from time to time. 
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The foundry is thus, to all intents and purposes, an outside account and 
by means of a. standing order, is charged with all stores and other nia:terial 
delivered to it. This standing order differs from the apparently similar ones, 
used from sub-stores, inasmuch as that stores is credited and foundry account 
charged each month with the value of material delivered to foundry upon 
the authority of such order. Scrap and foundry stores are thus entirely sep- 
arate from stores and all matters pertaining to the foundry will be discussed 
in a subsequent article. 

Defective castings, when returned to stores from shops, are credited to 
the order upon which they were drawn at the price at which they were 
charged, plus, as nearly as possible, the value of the labor expended upon 
them, instead of at scrap value. The stores having practically sold such cast- 
ings as perfect goods to the shop in which the defect is discovered, it is mani- 
festly unfair that either the order upon which the goods are being manufac- 
tured or the shop itself, should bear any expense caused by the defect. To 
relieve stores of- such expense, such castings are returned to the foundry and 
charged back at the value at which they were credited, to the order upon 
which the shops first drew and then returned them. By this means the loss 
caused in labor expended upon castings found defective, falls upon the depart- 
ment responsible for such defect, namely, the foundry. 

The question of a perpetual inventory and of a stores ledger, will have 
to be decided by the management in each individual case and after considera- 
tion of the conditions met with in such case. It is quite possible to open a set 
of ledgers and give each and every class of material or article an account and 
in theory at least, keep a perpetual inventory of all stores down to the very 
smallest. Practically, however, to do this with absolute accuracy is impos- 
sible even with a very large clerical staff; with a large stock of miscellaneous 
■stores, such as is usually carried by a manufacturing concern, to attempt to 
do it is most unwise. The greater part of the information obtained by such 
a system would never be requirfed or of use. and the accuracy of any of it 
could only be proven by the taking of a physical inventory, the very thing 
the system is usually intended to avoid. (The question of keeping stock 
ledgers is an entirely different propQsition and is not open to the same extent, 
to the objections above referred to. Whatever may be the argument for or 
against it, it is certainly much more feasible and its results much more valu- 
able than those obtained by treating the stores in this way) . Between carry- 
ing out such a plan as the above and the other extreme of abandoning all 
attempts at classification of stores in the books, there is a wide margin. Some- 
where in that margin there is the line which in each case it would be wisest and 
best to adopt. A reference to Forms XVI and XIX will show stores divided 
under three heads. The same form might be used for four divisions, but 
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would hardly be practicable for more, and yet, even for divisions of stores in 
the books, although vastly bettef than no classification, hardly goes far 
enough. A much larger classification could be secured with little additional 
labor, by using instead of these forms ruled as Form III. 
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As a suppositious case, let stores be divided into four main classes, 
namely, goods purchased in the domestic market, represented by A., in the 
foreign market by B., parts manufactured by the shops by C. (followed if 
desired, by the shop letter) and rough castings, own manufacture, by D. 
L,^t the names or abbreviations of names of the materials chiefly used be writ- 
ten in a column, using the word "other" to denote any articles or materials 
not composed entirely of one metal. Let the letters denoting the main classes 
of metal be entered in a column marked, "Class of material" and the items of 
all invoices passed to the debit of stores marked on the same plan. Each 
month the debit to stores from the invoices passed to the credit of suppliers 
and the credit to stores from charge slips for goods issued, can be subdivided 
on this basis and must, of course, balance with the totals as shown by the 
transfer entries as described later. 

A stores inventory having been taken on the same lines and assuming 
four metals chiefly used and five productive departments in a factory, we thus 
have the total stores received, used, and on hand, divided under 39 headings 
as follows : , 

2 classes of purchase goods, divided into S materials equals 10 

I class of castings, divided into 4 materials equals. ^ 4 

The output of S shops, each divided into S materials equals 25 

Total 39 

An analysis of the entry on Form III shows that stores have issued 
material to the" value of $21.00, divided as follows : 

Domestic steel $1 00 

Imported steel 2 00 

Brass castings, own make 3 00 

Iron castings, purchased 4 00 

Parts manufactured by Department B 5 00 

Parts manufactured by Department A 6 00 

$21 00 
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Total of stores received issued and on hand each month may be kept 
record of and shown in the books divided on similar lines under what headings 
may be desired. 

This classification is given only as an illustration, and not at all as an 
Example, with the suggestion that those interested in the welfare of each 
individual concern are in the best position to decide upon what lines 
stores may best be divided and classified. The best plan, though, is to at first 
divide the stores into not more than four classes, using Forms XVI and XIX. 
Having done this, it is an easy matter to decide which of such classes should 
first be subdivided and act accordingly. 

When possible, purchase orders denote the price of the goods ordered, 
frequently, however, quotations are asked or received either by mail or tele- 
phone and it is most necessary for successful buying that such quotations 
should be accurately recorded and kept in available shape on the store-keepers 
desk close to the telephone, as a book in which all quotations received by that 
means are entered. A plain book will do for the purpose, but in order that 
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all particulars of each quotation may be noted, it is better to have it ruled as 
Form 112. A card index of quotations. Form 113, is kept on exactly the 
same lines as the stores on order index. Each day, all quotations received as 
shown either in this book by the trade paper subscribed for or received by 
mail, are entered on the cards provided for the various materials. If the 
stores purchased are chiefly standard lines and a quotation once received good 
for any indefinite length of time, the better plan will be to have these quotation 
cards of a different color than those used for the index of stores on order and 
file them away in the same drawer. This will then be an up-to-date index of 
market prices as shown by purchase orders issued and quotation^.- received, 
as well as a record of stores on order. Should the stores in greatest use 
fluctuate greatly in price occasionally, it would be found well to keep th^ quo- 
tation index separsite from that on stores on order, and classified and arranged 
on exactly the same lines. 

The indexing of catalogues and price-lists is a subject which might very 
properly be treated under the heading of "stores," as, however, this system 
is meant as far as possible to keep all accounting and all responsibility for both 
purchases and sales under the direct control of the management, it has been 
thought better to take up this question as part of the third division of this 
series of articles. 
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The mode of issuing stores has been fully described in the previous 
article on "Manufacturing." The chief store-keeper and his staff must thor- 
oughly understand that their annual inventory is expected to balance closely 
with the amount of stores account as shown by the ledger. 

Under no circumstances must they issue stores without charging the 
material to an order number, and the receipt of stores or material should be 
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quite as carefully watched and recorded. All material without exception 
received into stores must either be accompanied by an invoice or its equivalent, 
the delivery slip, or failing that must be credited by those receiving it for an 
order number. In the case of parts manufactured by shops or castings from 
the foundry, the transfer card accompanying such goods takes the place of 
and has the effect of an invoice. In the case of goods from outsiders, the 
checking of the items on the store-keeper's copy of order has the same effect,, 
namely, insuring that no goods or material are received into stores, without 
the office being either immediately or untimately notified. 

In all factories a certain amount of scrap will accumulate. In those 
shops which it is not possible to credit to individual orders on which such 
material may have been drawn. The standing order is provided for such 
scrap, and of this order the store-keeper credits such scrap as he receives, and 
charges it out to the foundry as he delivers it ; or to the individual orders if 
able to utilize it in that way. 

Charges and alterations are sometimes made in the plant and equipment,, 
which result in the placing of machinery or equipment in charge of the store- 
keeper, either temporately or permanently. He, however, should not receive 
such machinery or equipment unless authorized to do so by a factory order. 
Such order will indicate by its accounting whether it is simply placed in his 
care, or is actually transferred in the books from equipment of stores account. 
Such machinery or equipment is labeled with a tag, Form 114, securely 
fastened to it. The tag shows at the time of inventory it belongs to stores or 
equipment, and shows the order number where all particulars of the transfer 



803 



of such equipment may be found if any transfer has been made. Reference 
to the two specimens of this form will show that two lathes have been removed 
on the same date, from the same department to the care of store-keeper. One 
of these has been transferred to stores account in the books, and is to be 
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inventoried and treated as ordinary stores until charged out to another 
account. The other is still part of the company's plant and equipment, and is 
simply in care of the store-keeper, who never having been charged with its 
value will make no entry when it is removed from his care, but simply take a 
receipt showing thereon all particulars on the tag. 

If the store-keeper is interested in his work, and tries to be accurate and 
exact, the difference at stock-taking between the physical and book inventory 
of stores should not be very great. If, however, he is not heartily in accord 
with the ideas of those in charge of the accounting, it is quite useless to expect 
the results to be as satisfactory as they should. 

In the very nature of things questions will come up, which no one may , 
be able to solve but the store-keeper, and on him alone must rest the decision 
between going thoroughly into such matters, and the very simple alternative 
of letting them slide. If he leans towards the latter, accurate results are 
impossible. If, however, he realizes as he should that he is a buyer, prac- 
tically, of what he receives, and a seller of what he issues, and that upon the 
exactness of his entries during the year, and inventory at its close, depends 
very largely the value of the information supplied the management ; and even 
the welfare of the business. If he sees this and acts accordingly, no man 
can do more to prove the actual value of a system of factory accounting than 
the store-keeper. — Kenneth Falconer. 

Note.— The forms referred to in this article will be found in Mr. Falconer's article 
ujider the head of "Factory Cost Accounting." 

MANUFACTURING COSTS.— ( See Factory Costs) . 

MANUSCRIPT RECORD.— A book devised to keep track of the 
location of manuscripts offered to various publications. 

Those who make their living by contributing articles, etc., to the press 
may find the following card system useful : 

The cards are of heavy ledger paper, five by seven inches in size, with 
a margin of one inch at the left hand edge. This margin is left for inserting 
the cards iii binders, so that the writing will not be hidden. The binders are 
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nothing more than backs, with spring clips. At the top of the card two lines 
are ruled about half an inch apart, and have below them six lines a quarter 
of an inch apart. The top line is reserved for the name of the publication 
accepting the article, and has printed at the right the words: "Accepted," 
"Pub.," "Paid," with sufficient space between them for insertion of the 
obvious entries. This line is not filled in until the article has been accepted. 
The second line is for the title of the article. At the left is a place for the 
serial number, and at the right a place for the number of words. The quar- 
ter-inch lines have three vertical columns at the left, and a money column at 
the right. The columns at the left are for the date sent, date returned, and 
postage. The money column is for the amount to be paid for the article. 
The space between the vertical lines is for the name of the publication to 
which the article is sent, and is headed : "Where Sent." Below the ruling 
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is a space for remarks. But six lines are allowed for substituting mss., 
because when an article has been rejected six times it should be re-written 
or destroyed. 

The cards are used as follows : When an article is written and named, 
the title and number of words are entered on the second line, together with 
the serial number. When the matter is mailed the date is entered in the first 
column under "sent," the name of the publication under "where sent," and 
postage in the column reserved for that purpose. Should the article be 
returned, the date of its return is marked in the return column. If it is again 
submitted for publication the same series of entries are made. Should it be 
accepted, the name of the accepting publication is entered on the top line, 
with the date, and the amount to be paid for it entered in the money column. 
When published, the fact is noted on the top line in the space reserved for 
that purpose. When payment is made the date is inserted in the space on the 
top line, and the two red lines ruled under the amount in the money column. 

So much for the entries. For holding the cards use two binders. One 
is for current matter, and the other for closed accounts, but which shows at a 
glance just what articles have been accepted and paid for by any publication. 
The form is for holding records of mss. which have been disposed of, but not 
paid for; unsold articles and articles not yet submitted. The cards in this 
binder are divided into three parts by colored cards a trifle longer than the 
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record cards. In the first division are placed, in the alphabetical order of 
their titles, all the articles in transit. In the second division are placed, with 
the names of the accepting publications in alphabetical order, all articles 
accepted and not paid for. The third division is for articles, that are being 
held for any purpose. — S. M. Warns. 

MARGIN.— A term used on the Stock Exchange to designate deposits 
of money made to ensure the performance of a contract or to secure a broker 
from loss on speculative contracts entered into by him on behalf of his client 
for the purchase or sale of stocks, bonds, and products. 

MARINERS' MEASURE.— 

6 feet equal i fathom. 
120 fathoms equal i cable-length. 
880 fathoms, or 7 1-3 cable-lengths equal 5,280 feet, or i mile. 

MARKET VALUE. — The selling price in open market of stocks, 
bonds and products for which there is a fluctuating demand or whose price 
is influenced by frequent variations of supply and demand. 

MATURITY RECORD. — A record of due dates of accounts, usually 
kept for the purpose of securing cash discounts on accounts payable. 

In dry goods stores of medium size, a very convenient form of combined 
purchase and maturity record can be arranged, specimen ruling of which we 
give below : 
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The total of the total column is credited each month to Accounts Pay 
able account; the total of each department column is charged to 
the representative department account in the general ledger. The total of 
each maturity column should agree with the Accounts Payable column in 
the cash book, thus proving a valuable check on same. 

MERCHANDISE. — Goods, wares and commodities sold in trade. 

The stock-in-trade of a merchant. 

MERCHANDISE — (Com. Law)— Is a term which includes all those 
things which merchants sell, at either wholesale or retail. It is usually 
applied to personal chattels only, and to those which are not required for 
food or immediate support, but such as remain after having been used, or 
which are used only by a slow consumption. . "The fact that a thing is some- 
times bought and sold does not make it merchandise." It is often used as 
the synonym of "goods," "wares" and "commodities." 

MERCHANDISE ACCOUNT.— An account intended to represent 
the trading transactions of a business and to exhibit gross profit made on 
same. 
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Merchandise account is debited with inventory at commencement of 
fiscal period, debited with purchases, credited with sales, and credited with 
inventory at close of fiscal period, the balance being transferred to profit and 
loss. It is thus an incomplete trading account. It is usually the case, how- 
ever, that sales returns and allowances are debited to merchandise account, 
and purchase return and allowance credited thereto, which makes the account 
useless for any statistical purpose until the items are readjusted. 

Merchandise account is no longer found in the more progressive com- 
mercial houses, separate sales and purchase accounts being substituted. 

MERCHANTABLE.— (Com. Law).— This word in a contract means, 
generally, vendible in market. 

METER LEDGER.— (See Gas Company Account). 

METRIC SYSTEM.— 

MEASURES OF LENGTH. 



Myriameter 






= 10,000 mi 

^' 1,000 mi 

" 100 mi 

" 10 mi 

" 1 mi 

.1 of 

.01 of 

.001 of 

MEASl 

= 10,000 sq 

100 sq 

1 sq 

MEASt 
Liters 


■ters 





6.2137 miles 
O.S2187 mile 
328 feet and 1 
898.7 inches. 
39.37 inches. 
8.987 inches. 
0.3937 inches. 
0.0894 inches. 

= 2,471 

" 119.e 

" 1,550 




iters 




r 3,280 ft. 10 in. 












iters 






Meter 






iter 

a meter 






























Hectare 

Are 






JRES OF SURFACE. 

uare meters , 

uare meters 


. acres. 

i square yards, 
square inches. 

Wine Measure 

264.17 gallons. 
26.417 








Names 
Kiloliter 


No, 

= 1,000. 

lOO.. 

10. 

1. 

.1. 

.01. 

" .001. 


[RES OF CAPACITY. 

" Cubic rir„ M 
Measure ^'^ ^ 

1 meter = 1,808 cub. ) 

.1 meter " 2 bu. 8.35 j 

10 decim " 9.08quarts 

1 decim " 0.908 quart 

.1 decim " 6.1022cub. 

lOcentim.... " 0.6102 cub. 
1 centim " 0.061 cub. i 

WEIGHTS; , , 

Weight of wh; 

irams of water at t 

densi 


easure 

fds = 

iks ;; 








Decaliter... 




2.6417 


Liter 




'iii"!::::: •• 

in " 


1.0567 quarts 
0.845 gill 
0.338 fluid oz. 


Deciliter.... 




Milliliter ... 


Names 
nneau 


0.27 fluid dr. 




No. G 

= 1,000,000. 

" 100,000 . 

10,000 . 

1,000 . 

100. 

10. 

1. 

.1. 

.01 . 

.001 . 


at quantity 

naximum 

ty 


Avoirdupois 
Weight 

— ' 2204.6 lbs. 


Quintal . 








" 220.46 " 










10 liters 




" 22 046 " 


Kilogram or 
Hectogram . 


Kilo 






lliter 




" 2 2046 " 








" 8.5274 oz. 






" 0.3527 " 


Gram 

Decigram.. . 






1 c. centimet 

1 c. centimet 

lO c. millimet..., 
1 c. millimet — 




" 15.432 grs. 
" 1.5432 " 


Centigram ., 
Milligram . . 






" 0.1543 gr. 
" 0.0154 " 



MIDDLEMAN. — (Com. Law). — One who has been employed as an 
agent by a principal, and who has employed a sub-agent under him by 
authority of the principal, either express or implied. He is not, in general, 
liable for the wrongful acts of the sub-agent, the principal being alone 
responsible. 

Also, a person who is employed by both the purchaser and seller of 
goods, or by the purchaser alone, to receive them into his possession, for the 
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purpose of doing something in or about them; as where goods are sent to 
a packer for and by order of the vendee, the packer is to be considered a 
middleman. In this and similar cases the goods are considered in transitu, 
provided the owner does not use the packer's warehouse as his own and has 
an ulterior place of delivery in view. 

MINIMUM RENT.— (See Dead Rent). 

MINING COMPANY, ACCOUNTING FOR.— The accounting 
necessary for the main books of account of a mining company do not differ 
in any particular degree from those adopted in other lines of business. The 
organization and incorporation of such companies proceed along the usual 
lines, but many differences are encountered in the auxiliary records which 
are used to keep track of the product and the expenses of obtaining the pro- 
duct. 

It has been shown under the heading of "Classification" that in a coal 
mine the principal operating departments are divided into "mining depart- 
ments inside" and "mining departments outside." These departments are 
then subdivided into a further classification, viz. : 

Inside Department. — Cutting; coal; ventilation; transportation; 
mining ; pumping and hoisting water ; general expense ; repairs ; timber and 
props ; powder and supplies ; miscellaneous. 

Outside Department. — Transportation; breaker; dirt and rock 
banks ; repairs ; general expense ; house repairs ; royalty and house rent ; labor 
and material ; tool repairs ; shops and repairs ; live stock and table expense ; 
mining engineers ; administrative expense. 

Each of these principal headings are again subdivided to show the detail 
of each class of work done in that particular section. 

It will naturally be supposed that with such a vast extent of detail, a 
number of books are required, and it is therefore usual to keep a distribution 
journal in which are assembled the totals of all the other auxiliary books, 
posting aggregate totals only to the ledger accounts. 

In some mines the system is followed of making "Bullion account" a 
kind of old-fashioned merchandise account, to which is charged all expenses 
of production, and to which all revenue is -credited. This system, however, 
is undoubtedly open to great objection and is not used by more progressive 
companies. 

The distribution of accounts in the records of a Mexican silver mine 
may be of interest. 

Smelter. — Limestone; iron ore; coal; wood, Mexican coke; U. S. 
coke; lumber and supplies; pay roll; teams and burros (donkeys) ; totals. 

Mines. — Sta. Group. — General pay roll; Mexican pay roll; supplies 
and lumber ; fuel ; teams and burros ; totals. 
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Mines. — San Lorenzo Group. — General pay roll; Mexican pay roll; 
supplies and lumber ; fuel ; teams and burros ; totals. 

General Expense. — Salaries, time-keepers and various wages of 
watchmen ; police and legal expense ; heap roasting and ore washing ; teams 
and burros ; corral ; stationery and office supplies ; revenue stamps and post- 
age ; telegrams ; taxes ; interest ; rents, meals for train crews ; hospital ; sup- 
plies and lumber; construction; simdry incidental expenses; administration 
expense ; pay roll ; wood, totals. 

Ores Purchased. — 

Contra Entries. — Totals. 

At this mine the mine and smelter supplies (excluding fuel and fluxes) 
are kept in a separate store or ware-house, and are represented on the gen- 
eral books by "Supply Account." All supply invoices, freights, duties, etc., 
are charged to this account when paid. The supplies are issued on Requisi- 
tion Tickets, consecutively numbered, which are made in books or pads with 
stubs, and furnished to those authorized to make requisitions. These tickets 
are turned in by the store-keeper and delivered to the stock-keeper, who keeps 
auxiliary cost and stock records and accounts charging each mine or depart- 
ment with its requisitions, which are made out for twenty or twenty-five 
different accounts with sub-headings among which are the following. For 
each of the mines : Explosives ; lighting ; mining tools tracks and cars ; 
hoisting machinery; pumping machinery; construction, etc. For smelter: 
Steam and water service; slag pots; tracks and cars; central compressor; 
plant; furnaces; roasters, etc. Also for Electric Light Plant; carpenter 
shop ; repair and machine shops ; corral, etc., thus affording data for elaborate 
statistics. When a requisition book has been used up, the stubs are turned in 
and may be checked against the original tickets on file. At the close of each 
month a schedule or report embodying the footings only of these accounts is 
submitted by the stock-keeper, which is the basis for a detailed entry to "Bul- 
lion Account," and a credit to Supply Account for the total value at cost of 
supplies issued. 

Coal, native coke, foreign coke and iron ore shipments to us are charged 
to corresponding accounts. A schedule is kept showing weight of each of 
these consumed daily, the footings of which gives totals for the month. 

At the close of each month the general office receives itemized reports 
showing distribution of supplies, Tienda pay rolls, and of tonnage consumed 
of fuel, fluxes, etc. 

The pay roll system is as follows : 

The company employs about 1,200 to 1,500 natives and 60 to 70 Amer- 
icans, the latter being foremen, mechanics, clerks and heads of departments. 
The pay roll accounts for the natives are kept by the Tienda de Raya (mean- 
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ring a store \vhere merchandise is advanced against time tickets). The 
Tienda de Raya conducts also what is called a Prestimo office (cashier's or 
pay office), where labor time-keepers and Prestimo cashier are employed. 
It also conducts several branch stores which, however, are cash stores. All 
merchandise invoices and freights for the Tienda are charged to it direct 
when paid, as also all cash advanced it for use in the Prestimo office. At the 
end of the quarter the Tienda de Raya is charged with administration ex- 
penses and accrued profits. The Tienda schedules its pay rolls in what might 
be termed a distribution journal, showing amount of each class of labor 
chargeable for the month to each mine, each department or each account. 
This book when written up at close of month is turned in to the general 
■office, when Tienda de Raya receives credit for total amount of pay rolls, also 
for the personal accounts of American employes. 

At the close of the month a pay roll is made up in the general office for 
all American and salaried employes. There being no banking facilities what- 
ever here, these employes leave the balance of their earnings with the com- 
pany, each one has an account and is furnished with a pass book. Employes 
having balances are permitted to draw cash at will during the month, and all 
;are allowed store accounts. These cash items (including checks and drafts) 
are debited in detail during the month, and at the close of the month the vari- 
ous accounts are charged with their respective store accounts and credited 
with salaries. 

The balance sheet includes the following items : 

ASSETS. LIABILITIES. 

•Cash on hand. Capital Stock. 

Cash in bank. Vivorillas Mine. 

Bullion on hand. Bills Payable. 

Bullion in Transit. Special Account^ Payable. 

■Ores Purchased. Sundry Accounts Payable. 

Ores, Company. Employes' Accounts Pavaoic 

Mex. Coke. Surplus. 

U. S. Coke. 

Coal. 

Iron Ore. 

Supplies. 

Company Stores. 

Mines and Plant. 

Purchased Mines. 

Copper Queen Mine. 

La Pagena Mine. 

Guardaraya Mine. 

Construction. 

Bills Receivable. 

Sundry Accounts Receivable. 
.Employes' Accounts Receivable. 
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In a bituminous coal mining company the following will give some 
idea of the methods employed : 

We will, first take up the subject of getting at the cost per ton of the 
output of the mine. 

The company subdivides the cost into three sections, — outside, inside, 
and on pit cars. 

For convenience, we have a form prepared for the purpose ruled with 
the following headings : 

Total OuTsidB. — Pitboss ; Roadmen ; Timbermen; Brushers; Drivers; 
Trappers. 

ToTAi. Inside.— Machine Runners; Machine Helpers; Drillers; Drill- 
ers' Helpers ; Blasters, Loaders ; Miners. 

Total on Pit Car. — Tons Lump Coal : 
Cost per ton outside. 
Cost per ton inside. 
Cost per ton on pit cars. 
Total cost per ton. 

The outside cost is made up of the wages of all persons employed out- 
side of the mines— the clerk, the superintendent, and the employes who are 
engaged in taking care of the hoisting machinery, weighing, loading the coal, 
caring for the mules, sharpening picks for the miners, etc. 

The inside cost is made up of the wages paid the pit-boss, the men who 
keep up the underground roads, the timbermen, the brushet;s, the drivers 
and trappers. 

The on-pit-cars cost is the sum total of the earnings of all employes 
engaged in mining and takingjhe coal from the face, and putting it into the 
pit cars, whether hired by the day or at so much per ton. 

The time for all merit employed at day wages is kept the same as in any 
other form of work, but men employed to work by the ton usually work in 
pairs, and their earnings are estimated by the ton, each pit car being 
weighed as dumped, and said weight entered on the bulletin by the weigh- 
man, each car having a numbered check. 

These costs from day to day vary, and for the satisfaction of the opera- 
tor, we have a form that is posted up to date for the purpose of keeping the 
average as we go along, for the month. 
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In this form we take from form A, the result of each day's transaction, 
and enter the result on form C. At the right half of the latter form we take 
the aggregates of form A,.and divide the aggregate expenses by the^aggre- 
gate number of tons produced, and we have the average cost per ton to the 
date indicated. 

The above form gives us the necessary data from which to make up the 
pay roll, and consequently, the items that enter into the cost, save items of 
expense outside of for labor employed. 

In disposing of our output, we have three sets of customers to deal 
with, — car load purchasers, employes who buy as they need for fuel and 
pay for same out of their earnings, and wagon trade other than employes. 
We use the following form to take care of our daily sales : 



Duk. 


Con*i4>7«--e 


DerffifWlTorj 




Mo 


Lump 


Min« Purr 


Nut 
Lb* 
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To n Mi'n* Pun 


F-nc^K^ 
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lo 

II 

lA 


. cJehn c^oncb 
■Sam Smflfs 
John Do* 
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£vArt» 


C £,C. 1. 


I-70S 

idei 

I03 


eoooo 

'4 000 

30000 
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oo 

OO 

■7S 


22 


oo 





The accounts with the latter two classes are kept very much the same 
as any other commodity would be treated, so we shall pass the matter of 
these two as unnecessary to deal with in this article. 

Our car load customers we are rather particular about, keeping a dis- 
tinct record of all cars shipped, and charging the purchaser with each car. 
We em^ploy the following form : 



Pijr»ch3aer> 
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so 
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oo 



In this form I have sought to demonstrate the entries when coal is sold 
at a delivered price, say John Jones buys a car of coal at $2.75 per ton, 
delivered at Muncie. The consignees are charged with each separate car, 
and the entry is ledgered from this record. 

In selling coal at a delivered price, it is necessary to fake the item of 
freight into account. 

This leads us into a transaction that goes beyond the simple act of min- 
ing and selling coal. 

Competing mines, as well as competing carrier companies, have some- 
thing to say here, and they do not always care to have it spoken of to the 
general public, so that we find that the amount of the expense bill returned 
does not always correspond with the amount of freight charged the cus- 
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tonier for the delivery of the coal — the fact is that it seldom if ever does 
agree. 

The reason for making a delivered price is based upon the fact that the 
carrier company is willing to divide the earnings of the railroad company 
with the mining company in order to allow the mining company to enter 
the field in question with the coal, the carrier company realizing that what- 
ever is earned above operating expenses is clear gain, and on new business, 
so that they willingly grant a differential rate, while on the expense bill the 
forwarding agent as well as the receiving agent charge the regular or 
schedule rate. 

In order to take care of this feature of handling the returned expense 
bills the following form is used as. a side book, and clears the whole batch of 
each month's expense bills returned by one journal entry made up of the 
footings of the column for freight, which amount must correspond with the 
amount for each car as in form Exhibit D., and the difference "Over- 
charge," for which amount I make a claim against the railroad company. 

For last form described, see form P. 

You will notice that the last two forms carry three cars through the 
forms E. and F. complete, in form E. creating an account with "Freight," 
and in form F. clearing same, as well as having taken care of the over- 
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charge, or the fact as above stated that the agents of the road at each end of 
the shipment were not aware of the dififerential rate on account of these 
shipments. 



There are wide divergencies in the methods of opening books of min- 
ing companies, depending on the particular class of mining proposed, the 
extent of the business, nature of the properties acquired, the methods of 
acquisition, local conditions and laws. 

A common method is where several prospectors take the van, test the 
ground, secure claims (the dimensions of which have been already given), 
obtain the papers warranting development of the area, and turn it over for 
good and valuable considerations to other parties for capitalizing, further 
development, and the formation of the usual stock company plan of 
operation. 
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In this case we have a series of entries for opening the books hke the 
following : 

Claims Nos. i, 2, 3, 4, etc. (charging them with value represented by 
assays and chemists' reports, surveys and geological features, etc., as the 
basis on which the purchase price is formulated, or else working the prop- 
erty under the "bond and lease plan" prior to acquiring the property as a 
paid up investment. 

Organization costs (legal, surveys, engineers, chemists' services, labor, 
etc.). 

Subscription (itemizing number of shares, etc.). 

To Capital Stock. 

The mining claims must be patented and patent applied for pending 
the survey work or before, the field notes being left by surveyor at land 
office for approval, and application for patent put into hands of surveyors^ 
for filing. 

A placer claim differs from the ordinary kind, as it cannot contain over 
160 acres, and no one individual can locate more than twenty acres. If the 
placer claim includes a number of lodes or veins, that fact must be stated 
in the application for patent in order to acquire right to work the lodes. 
For the placer claim the applicant^must pay a certain sum for the face of 
the claim and for a section or area twenty-five feet each side of it, at the rate 
of $5.00 per acre and $2.50 for the rest of the placer claim, the patent to 
cover both areas. 

In securing the equipment and performing the construction and 
improvement work many forms of peculiar entries arise subject to special 
conditions. For various classes of mining this equipment includes engines 
and boilers, vanners, concentrating plant, machinery, pipe, sluice boxes, 
stamp mills, steam hoists, ore wagons, cars, drills, compressors, ore tables, 
blacksmith's shop, ore rooms, shaft houses, flumes, whims and cables, tun- 
nel houses, ore chutes, tracks, etc. 

There are two expense classes, relating to items chargeable to labor 
and material, the main idea being to keep an account with Tipple expense 
(weighers, loaders, oilers, etc.). Stable expenses, repairs and renewals 
(building accounts, tracks, tipple, machinery, etc.). General expense (tele- 
grams, traveling, ore analysis, surveys, fuse, candles, rope, powder, smelt- 
ing expense, etc.). Salary accounts. Legal expense, Taxes, Insurance, 
Transportation account, Timber accounts, Royalty accounts. Pumping 
and Ventilating accounts, and an improvement account, against which are 
charged payments for work relative to shaft construction or extension 
stopping (pick work), drifting (cutting passages from one shaft to another), 
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level work (construction of horizontal galleries for special development^ — 

in this connection the word "drift" and "adit" ha\-ing the same meaning). 

Another form of entry taken from a recent case of a western company 

formation shows some slightly different and also interesting specimens o£ 

this initial work, as follows : 

(a) 

Treasury Stock, preferred (520 shares) $ 26,000 00 

Subscription (itemizing names, etc.) (480 shares) 24,000 00 

To Capital Stock 50,00000 

(b) 

Organization expense as shown above 275 00 

Personal accounts (where various promoters, surveyors, attor- 
neys, etc., were temporarily credited for services prior to 

receiving pay in stock) 380 00 

Property Accounts: 

1. Mill 50x88 ft, with I 60 h.-p. boiler and engine, two 
pumps, tank and amalgamating tables, concentrating 

tables 2,875 00 

2. Ore Ijpuse and bunk houses 1,060 00 

3. Shaft house with hoisting engine, 2 60 h. p. boilers, pow- 
er saw, etc 2,150 00 

4. Blacksmith shop 600 00 

5. Tool and supply accoimt (drills, picks, hammers, 
shovels, scales, pipe-cutters, etc 1,900 00 

$9,240 00 

To Treasury Stock ; 4,900 00 

To Subscription 4,34000 

$9,240 00 
(c) 

Freight Expenses 416 50 

Smelting Account (charges being $15 per ton) 1,800 00 

To Treasury Stock 2,216 50 

(d) 

Cash 355 00 

To Smelting Account (bonus) 355 00 

Where a smelter was acquired by company the earnings therefrom 
were credited back to the initial costs for this line of work until wiped out 
on the books and a profit shown to have accrued from the use of smelter. 

Another case where a patented claim is taken out and paid for at a low 
figure simply for investment purposes, gave rise to the following entries : 

(a) 

Patent Claim $28,000 00 

To Cash 28,000 00 

(b) 

Cash 40,000 00 

Claim Account 40,000 00 
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Plant (machinery buildings, etc) SS.ooo oo 

To Cash 40,000 00 

To Bonus Account iS.ooo 00 

(d) 

Cash 80,000 00 

To Plant 80,000 00 

(For sale of first acquired properties). 

New Plant (machinery, buildings, etc.) 106,000 00 

Royal Mine 108,000 00 

Eaton Mine 120,000 00 

Ladon Mine 170,000 00 

Treasury Stock 382,000 00 

Subscription 194,000 00 

To Cash 80,000 00 

To Capital Stock 1,000,000 00 

For a consolidated mining company, the following entries, which are 

quite self-explanatory, illustrate some of the most important features of 

mining accounts. The subdivisions of the leading accounts are intended to 

indicate the general principles of property acquisition, and the fullness of 

detail, which should mark all such preliminary company records : 

LAND AND PROPERTY ACCOUNTS. 

1. 63^4 acres, patented as town site $80,000 00 

2. so A. (a 20-year lease of school lands from the State at 

$1.00, put in at a prospective valuation of) '1,500 00 

3. 12 A. under lease and bond (to be cancelled) 24,500 00 

4. 18 A. under lease only (to be acquired by purchase) 23,000 00 

5. 305/^ A. timberland and water rights 9,000 00 

6. Tunnel Account, 872 ft. constructed at time of consolida- 

tion, at $11. (cost of construction), and taken over at 

that figiire 9,592 00 

7. Aha Claim, 300x1,500 ft., taken over at J4 of alleged valu- 

ation on old account 3,47o 00 

8. Bonus Claim, 300x1,500 ft., taken over at a cost of labor 

and materials invested in same to date " 388 44 

(Work done to secure patent according to mining law.) 

9. Climax Claim (notes filed at land office for approval) i,S6o 25 

10. Narthex Claim, under B. & L. (to be cancelled) 3,655 00 

11. Radiant Claim — 

(One-half interest in litigation, adverses filed) 2,200 00 

12. Matron Claim — 

13. Surplus Fraction, 109x832^ ft 1,400 00 

14. Dead Work done by constituent companies prior to con- 

solidation, and taken over at cost to date, including 

inclines, up raises and crosscuts 708 72 

SMEIvTER ACCOUNT. 

Charged for ores shipped to concentrators, but not reported 
upon at time of consolidation, and taken at average net 
returns of $278 44 per ton as per smelter book at mine (10 
tons at $200 per ton) 2,000 00 
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ORE ON DOCKS. 

As per stock books, 143 tons, at $200 per ton 28,600 00 

EQUIPMENT ACCOUNT. 

1. Cars, track, horses, ore wagons $1,800 00 

2. Hydraulic pipe, flumes, sluice boxes, etc 2,275 00 

3. One 140 h. p. boiler and one 125 h. p. boiler. . . . 1,500 00 

4. One thirty stamp mill 380 00 

5. One 25 stamp mill 380 00 

6. Shaft houses and ore rooms 7400 00 

7. Two steam hoists 850 00 

8. Screens, jigs and tramways 1,000 00 

9. Compressors, arrestors and vanners 2,300 00 

ID. General tool and supply account 795 00 

$18,600 00 

CONTRACT NO. I. 

Charged with amount spent in work and materials for developing 
Matnor Claim (to be charged directly to claim only on 
completion of contract) 157 22 

CONTRACT NO. 2. 

For amount expended on tunnel work and not included in the 
figures above given, as proved by operating-expense-book of 
constituent companies 858 00 

CONTRACT NO. 3. 

For amount of assessment work required to hold claim covered 
as Nos. 47, 48, 49, Allison, survey No. 9,367, contract calling 
for expenditure of $1,500.00 in a year's time to hold the same 
(on or before Jan. 13, 1898) 644 08 

EXPENSE ACCOUNT. 

1. Inst, due by old companies, assumed $161 22 

2. Taxes due, assumed 39 44 

3. Maos and surveys for new company 285 60 

4. Attorneys' fees 35 00 

5. Chemists' assays, both at grass roots and bottom of 

shafts 42 50 

6. Cost of engineers' report 8 00 

7. Traveling and telegrams 19 06 

8. Labor account on old pay roll of constituent com- 

panies, assumed • 114 63 

9. Acquiring water power 25 00 

ID. Advertising proof of development work, as required 

by law 5 00 

735 45 

PERSONAL ACCOUNTS. 

1. Freight overcharges by R. R. Cos., statements 

rendered 211 77 

2. Royalties due, 20% 1,142 88 i.3S4~6s 

Working Capital 60,00000 

BONUS. 

Paid on Alto and NartHex 600 00 
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OIvD CAPITAL ACCOUNT. 

Of constituent companies retired 850,000 00 

TREASURY STOCK. 

8,000 shares reserved to retire old Prefd. 

stock, with dividends accumulated $ 40,00000 

7,000 shares reserved for development and 

prospecting work 3S.000 00 

5,000 shares reserved for increasing the 

working capital 25,000 00 

6,000 shares held in trust by Continental 

Trust Co. to secure part of Notes Payable. 30,000 00 
23,000 shares in Corporation 115,000 00 

49,000 shares 24S.000 00 

SUBSCRIPTION. 
101 fxx) shares at $5.00 50S.000 00 

$1,873,523 81 
CAPITAI, STOCK. 

Common 1,000,00000 

Preferred 500,00000 

$1,500,000 00 
With fees for transfers of 10 cents each cer- 
tificate, and 25 cents for cutting up, the. 
Stock being sold in blocks of 20 shares. 

NOTES PAYABLE. 
Schedule attached ...., 79.755 00 

ACCOUNTS PAYABLE. 

Including amounts due directors, attorneys, 
unpaid dividends, labor account, unfilled 
contracts (assumed for development work 
mainly), interest accrued on notes, ma- 
terial, men, claims and bonds and lease 
redemption 266,044 37 

PROEITS TO SURPLUS. 

Of which $2,200.00 on account of Radiant and 

Matron claims as above, reserved to cancel 

losses arising from litigation on account 
thereof 26,824 44 

$1,873,523 81 
An ordinary mining claim consists of a rectangular piece of ground 
1,500 feet long, extending along the length of a "vein" or "lode" of the 
material to be excavated for, and ranging 25 to 300 feet on each side of the 
central line of the vein or lode discovered and located by survey, the width 
thus varying from 50 to 600 feet. (Section 2320 Rev. Stat. U. S., May 10, 
1872.) 
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If the lode extends beyond the limits of the 1,500 x 660 feet area, a 
second and other claims may be taken to cover more of the vein, provided 
such extension does not conflict with the rights of prior locators, although 
the mining laws require a certain amount of development work to be done, 
evidenced by the book accounts of the prospectors, before the "claim" can 
become patented, or confirmed to the locator by a "mining deed" or 
"operation certificate," although strictly speaking, an instrument grant- 
ing land for mineral purposes is not a deed for conveyance of the land. 
(McBee vs. Loftis, I. Strobh, Eq., So. Car., 90) ; but is really a grant of a 
present estdte in fee of the ore. (Chester Emery Company vs. Eucas, 112 
Mass., 124.) 

The peculiar character of the grant is that it covers the surface and 
all below it perpendicularly to the lines marked out by the survey, and 
limits the running of tunnels, the sinking of shafts and the extension of 
levels below the surface to the strictly defined limits indicated above the 
surface. 

In the survey it must be shown that the surface end lines of the claim 
cross the strike of the vein ; and the lode must be within the limits of the 
claim as shown by the upper boundary lines. The main idea is that the 
vein must be shown (in litigation) to pass out of the surface "end" lines of 
the location instead of the side lines ; and where two or more veins cross 
one another, and the rights of several locators come into conflict, the one 
showing the first location in point of time is held entitled to all the area 
within the space of intersection. According to the words of a mining 
expert, "if a lode in a junior location intersects on its 'strike' within the 
boundaries of a 'senior' location, a lode in the senior location, the latter 
act does not give the junior locator the right to take all the ore in the first- 
named lode within the boundaries of both the senior and junior location, 
except at the point of intersection." 

The "surplus fraction" is a small irregular portion not amenable to the 
ordinary mining claim boundaries and for which special patents have to be 
conferred. 

It will readily be seen that as soon as the peculiar features of mining 
laws have determined the rights to the intersecting lodes, their character, 
and the general productiveness of the claim thus located and proved 
become a source of great desirability for prospecting companies, which buy 
them ap while only partly developed at sums ranging from $50,000 tO' 
$100,000, the wealth of "contiguous" developments influencing quite 
largely th6 reputation of the newly discovered claims also. 

Sometimes the claims are so ingeniously secured and located as to 
take in a town site, and the patent or certificate of operation is secured sim- 
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ply for a town site and not directly for mining claims. Mineral lands are 
quite often located as a "mill site," whose area, according to the western 
state law, is limited to five acres, and such site may be taken either in con- 
nection with a lode location or separately : it is upon the prospecting for 
ore that the application of the mining laws begins, relative to securing of 
patents, development work and other costs. 

After the required amount of surveying is done and advertising of 
claims in connection with appHcation for a patent, the "field notes" of the 
survey are usually left at the land office for approval, pending the drafting 
of the charter and by-laws. 

Where favorable property is secured, it is often leased at once to 
other parties than the prospectors, the lease, in the usual form, running for 
eighteen months; the amount of royalty payable to lessor varying con- 
siderably, but ranging from 15 to 25 per cent, on the net smelter and mill 
returns ; and the lease contracts provide for sub-leasing to a large extent. 
In the lease contract the company usually binds itself to deliver the prop- 
erty at any time before the expiration of lease on receiving a certain sum 
which is guaged somewhat by the lessee's success, and compliance with 
the terms of his leasing contract, he agreeing to perform a certain amount 
of work, measured either in dollars and cents, or in actually planned devel- 
opment, sinking of shafts, constructing of tunnels, pushing through of 
levels, etc. In a prominent mining company a lease was given for twelve 
months with option of purchase before the year's end for $20,000, the lessee 
agreeing to run 180 shifts of men each month, which was equivalent to six 
men per day for thirty days, or twelve men per day for fifteen days, eight 
hours forming a day's work; lessee also to keep the property safely tim- 
bered and make monthly reports as to his progress. The average cost per 
day for each man was $3.50, and the timbering cost about $2.00 per foot 
in depth, the shaft being sunk about fifty to sixty feet per month at a cost 
to the lessee of over six hundred dollars per month. 

The purchasing contract is called the "bond" and if a shipper (that is 
a mine capable of turning out so many carloads of good ore daily) is 
found, before the bond price is paid to the developing or prospecting com- 
pany (the lessor), other royalty contracts are then often made, whereby the 
prospecting company receives say ten per cent, on all ore up to fifty dollars 
per ton, according to the smelter returns, assays, etc., fifteen per cent, on 
all ore running up to $100 per ton, and twenty per cent, on all over $100 
per ton after deducting teaming and smelting charges, which are about 
$12 per ton. 

This royalty income may be taken from the bond contract or pur- 
chase price on making payment. Other companies simply content them- 
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selves with leasing the property for various terms, and some mines thus- 
come back upon the original prospectors' hands half a dozen different 
times before a final disposition. In this case the different lease contracts 
are recorded in separate books, and all papers, vouchers, etc., relating to 
each term of lease carefully filed by themselves. 

Now a company is organized under the Colorado laws with capital of: 
$IjOOO,ooo, treasury stock of $500,000, and enters upon its records: 

Mining property $399,Soo 00 

Organization expense .500 00 

Treasury stock 500,000 00 

To Capital Stock $1,000,000 00 

Reduction plant 30,000 00 

Smelter and Mills 50,000 00 

Supplies 15,000 00 

Machinery 88,000 00 

To Treasury Stock 7S,ooo 00 

To Accounts Payable 40,000 00 

To Notes Payable 68,000 00 

The high grade ores are run to the smelter, and are distinguishable 
from the lower grade or mill run ores sent to the crushers, concentrators, 
etc., at the mill. Every time a car of ore is treated at the smelter, a smelter's 
certificate of the results of the test is made out and filed as a voucher for 
the ore sampling thus made ; and the form of assay commonly used takes- 
the following shape : 

Where the acquisition of claims becomes a prominent feature of the 
records, ledger headings will be founii with mines, claims, and claim inter- 
ests, where the developing company purchases fractional shares in the. 
development of outside property ; and where the series of claims originally- 
secured is afterwards patented or chartered as a town site, the sale of build- 
ing lots adds the very valuable feature of real estate dealings to the other 
mining income, town lots ranging from 35 to 125 feet in length and 25 ta 
30 feet in width, readily selling at $75 each and upwards. 

In other cases the company will secure in place of property like the 
above an interest in a number of different lodes centering in a "blow out" 
where the veins run together and culminate in a prominent apex, forming 
the so-called ore bodies, or chutes and pockets, an ore chute consisting, of 
a section of mineral compactly lying in an inclined moderately level area 
or earthly receptacle, and extending in a continuous section down the 
mountain prospected in. 

Immediately upon acquisition and development of a mine or claim, 
production statements are periodically prepared and filed in the following 
form: 



821 



Besides this the assayer and chemist files a series of reports as the 
work progresses in the following form, which schedules are often of great 
use in determining the financial value of the investment : 

In reviewing the history of a large mining enterprise a trial balance 
would show up the following ledger headings, which in a properly prepared 
balance sheet would be presented in a somewhat less detailed, more com- 
prehensive form : 

SCHEDUIvE, OF DEBIT BALANCES. 

1. Charges against Tunnel Construction for the various tunnels 
driven under the respective claims, and the cost of which belongs to a sep- 
arate and distinct heading from the claim development. 

2. Real estate, where a town site is secured and the lots sold by the 
mining company. 

3. Claims Nos. i, 2, 3, 4, 5, etc., for the number owned or secured, 
and indicated by the abbreviations "Pat'd" (Patented) showing that the 
required amount of development work has been done to entitle the pros- 
pecting company to a patent or deed thereto ; also marked "B" where the 
■claims are bonded, and "B & L" where both bonded and leased at the same 
time, or "L" where simply leased, and further "Adverse" where the claims 
alleged to be owned or in a position of development permitting of owner- 
ship upoji complying with suitable conditions, is challenged by other com- 
panies, and the possession is in litigation at the time of making out the 
report. ' 

4. Mine labor (that for each mine being kept separate). 

5. Timber account (used for fuel, props, supports, tramways, etc., 
inside the mine). 

6. Assay and Chemists Accounts (kept for ore sampling and testing). 

7. Royalties Accounts (where the mines are leased and\ certain per- 
centages paid on the ore shipped therefrom to the lessors). 

8. Legal Account. 

9. Taxes. 

10. Insurance. 

11. Surveys. 

12. Horse and Wagon Account. 

13. Wages and Salaries Account, as such being a charge against the 
respective mines or claims under whose ledger headings it can be placed in 
reaching the gross cost of operations. 

SCHEDULE OE CEDIT BALANCES. 

Sales of Ore ;, Capital Stock (common and preferred) ; Accounts Pay- 
able; Profits of Operation; Notes Payable; Reserve Funds; Dividend 
Account (unpaid) ; Stock Transfers (where this source of income is promi- 
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nent, the usual charge being ten ceats for each share when transferred, 
some companies, however, making no charge at all, others none for the 
first, and ten cents for all subsequent transfers) ; Contract Accounts (where 
special accounts are kept with the tunnel contractors, etc.) ; Bonds Payable. 

Besides this in the inceptive work preliminary to the opening of the 
mine, and pending the sinking of the tentative shafts, an account is often 
opened with each shaft as to costs of labor, production from lateral veins 
and lodes met with in the process of sinking, until the mine proper is in 
operation with its levels, tunnels, etc., extending from the shafts in all direc- 
tions unto the boundaries of the claim or group of claims owned. As soon 
as the ore becomes personal property it is taxed as such by the States ; the 
State statute making the tax on such ore a lien on the mines and mining 
claims from which it was extracted. 

The prospectus which forms so important a feature of the mining com- 
pany's records in one sense of the word, schedules its proposed work and 
ixsources as follows ; giving, 

1. Names of the mines and mining claims acquired ; 

2. Number and depth of the various tunnels which have been driven 
into the rock up to the time of acquiring the property; 

3. Number of tons of ore in sight ; 

4. Water power and timber rights available ; 

5. Status of litigation regarding the claims and their location at the 
time of acquiring the property ; 

6. Copies of the chemists or assayers' certificates ; 

7. Copy of the attorney's report on the title to the claims, etc. ; 

8. Report of the mining engineer; 

9. Surveyors' maps of the property ; 

ID. Unexpired terms of the various bonds and leases extant at the 
time of acquisition ; 

1 1 . Royalties paid and payable under the leasing and bond contracts ; 

12. Official list, which in the larger companies includes the presi- 
dent, vice-president, secretary and treasurer, executive committee, board 
of directors, mine expert, company attorneys, surveyors, managers, engin- 
eers, chemists, registrars and transfer agents, physician and the depository. 

The usual form of application for mining stock is as follows : 

SUBSCRIPTION OF STOCK OP THE ADVANCE GOtD MINING COMPANY. 

(Shares $1 each, full paid, non-assessable, and no individual liability.) 
Messrs. A. B. Co., Bankers, etc., N. Y. : 

In accordance with ternls of your prospectus dated , I hereby agree to 

purchase shares of the Advance Co. Stock at 20 cents per share, enclosing 

« dollars, same being one- fourth the total amount of said subscription. 

Name 

Address 
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In examining the holdings and the capital liability before investing, it 
will often be found that some apparently reliable loan and mortgage com- 
pany has attested the soundness of the company's standing by the following 
clause printed in red ink across the face of the certificates or as a separate 
document, to accompany all purchases of the stock : 

"Titles to the Mining Company's properties, viz. (naming the 

mines, claims, etc.) were duly examined, certified through and are 

guaranteed by this corporation. 

Signed (Guarantee Loan & Mortgage Co.) 

By , President." 

Of course, if the claims happen to be unpatented properties, i. e., the 
requisite amount of development work as passed upon by the State mining 
laws, has not been done, even if the titles are good, it is a question what the 
titles vest in the company or the stockholders, even with the guaranty 
attached. 

In other cases the title and trust company handling the properties, and 
the manager present to stockholders a personal and joint guarantee of 
dividends at a given rate per annum on the par value of the shares for a 
series of years, and if it can be proved that cash and United States bonds 
have been deposited to secure such dividends, the stockholder is amply 
assured, and he can readily confirm this status of the security through his 
attorneys at any time. 

The stockholder and examiner will also have to look after the exist- 
ence of statements that provisions have been made in the charter or by-laws 
against the allowance of any bonus or commission for advance stock pay- 
ments or in larger amounts than the respective allotments call for, and if 
in such findings the word "commission" (a common ledger heading) be 
found upon the books it will, in the light of the above precaution, require 
immediate and close scrutiny. 

Further, where the treasury stock is held in accordance with the char- 
ter or by-laws to be sold at a given figure in order to create a source of 
money for a working capital, the terms and conditions of sales of such stock 
will have to be watched carefully to show whether they complied with the 
corporate law or not, in their disposition. 

Again, where the treasury stock is sold in a series of prescribed allot- 
ments, with a change of price for each, a very large amount of inspection 
may be required to show how far these special allotment requirements were 
illustrated by the book entries. 

In the payment for the stock, remittances are usually made by bank 
draft, postofifice or express money order, or the certificates are sent directly 
through the bank in advance of the receipt of the money, with a draft 
attached to the certificate. 
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Among many other special forms of stock agreement is one that pro- 
vides the promoters shall set aside all their holdings of stock and place them 
in a trustee's hand as a guarantee that the required amount of development 
work will be pushed ahead vigorously, none of the stock to be withdrawn 
from the trustee except for sale to raise funds for the prosecution of such 
development work and meeting other obHgations, until the property shall 
have reached a paying basis. 

A form of mining company voucher register is attached. 

The following distribution of a pay roll will illustrate the dififerent 
kinds of labor usually employed in a mine : 

No. I Pit-top Men ; Coal Sorters ; No. i Hoist & Screen ; Land sales- 
men ; Laborers ; Platelayers ; Saddlers ; No. 2 Hoist & Screen ; No. 2 Pit- 
top Men; No. 2 Coal Sorters; Hoist Drivers; Laborers; Enginewright ; 
No. I Engines, etc. ; No. 2 Engines, etc. ; Locomotive ; Pumps ; Carpenters 
and Sawyers; Smiths and Strikers; Fitters and Shaftsmen; No. i Pit 
Und'rvi'wers ; Incline; Drivers; Engine Plane; Onsetters; Door Boys; 
Lampsman; No. i Pit Night Men; Underviewer; Onsetters; Night Men; 
Drivers ; Putters. 

' Some of the auxiliary or subsidiary books used in collieries are as 
follows : 

Bank Machine Office Weigh Book, in which is entered the weight 
of every tub brought to the surface. The weight is taken by two men, one 
acting for the owners, and one for the men. 

Bank Machine Quantity Book being an abstract of the daily totals 
ti the pireceding, for the purpose of showing the amount of coal sent to the 
surface from each stall, and forming the basis of the calculation of the 
underground wages. 

CoujERY Weigh Book, an abstract of the invoices sent out each day. 
This is necessitated by the fact that coals brought up out of the pit are 
weighed 20 cwt. to the ton, while coal sold in English collieries is weighed 
21 cwt. to the ton. The object of this- book, then, is to enable a proper 
check to be kept upon the quantities of coal. 

Invoice Book, usually consisting of a press copy of each invoice, from 
which is posted up the Weigh Ledger, where the account of each customer 
is shown in detail and from which the monthly account is made out ; the 
VVeigh Ledger Account is then closed and the amount debited to the cus- 
tomer's account in the Coal Sales Ledger. 

The Monthly Abstract oe Sales is the book through which these 
transfers are made, being a summary of the month's statement of account. 

The Sales Journal, is also used for the. purpose of reconciling the 
output with the weight debited to the various customers. 
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The following is a copy of a Colliery Cost Sheet: — 
-Abstract of Pay Sheet and Business for Week ending. 



...19... 



Production 



Coal 



No. Pit (Colliers ) 
(Pitmen ) 
(Banking, ) 
(Screening) 
(and Load-) 
(ing ) 



•No. Pit (Colliers ) 
(Pitmen ) 
(Banking, ) 
(Screening) 
(and Load-) 
(ing ) 



No. Pit (Colliers ) 
(Pitmen ) 
(Banking, ) 
(Screening) 
(and Load-) 
(ing ) 



Tons 



T.C, 



Slack 



T.C, 



T.C. 



Total 



T.C. 



"Total Colliers' Wages 

Total Pitmen Wages 

■ Total Wages for Banking, Screen- 
ing and Loading 

• General Surfacemen : 

Smiths 

Carpenters and Sawyers 

Shunting Wagons 

Laborers 

•Local Wharf .', 

Masons 



(Here will be inserted miscel- 
laneous items of expenditure under 

•their propdr headings, such as tim- 
ber, iron, steel, ropes, powder' etc., 
etc., and also the establishment" 

•charges, such as salaries and office 
wages and expenses, depreciation 
rates, insurance, etc., etc). 

(This amount would be the net 
.cost of the coal Total 



Cost of 
Producing 



Rate 



Amt. 



Establishment 
Charges 



Total Cost 



Rat3 



Amt. 



$.... 



Rate 



Amt. 
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The Stores Received Book contains full particulars of all goods 
received on the colliery, and is used for the purpose of checking the invoices 
when they arrive. 

MINUTE BOOK. — A book in which are recorded the proceedings 
and resolutions passed by the directors or executive board of a company or 
association, or the proceedings at meetings of stockholders. This record 
is usually kept by the secretary, verbose minutes entered of the proceedings 
of one meeting must be read and confirmed at the next. 

MONETARY TABLE.— (See Coins.) 

MONTHLY STATEMENT.-i-A term sometimes used to designate 
either a monthly trial balance or a monthly financial statement of any kind. 

The following form of monthly statement may be of interest : 

Ch'k Ch'k 

Auditor's Priv. and Cap. Acct 3 $ 3.45678 4 $123,45678 

Book-keeper's Priv. and Cap. Acct 3 3^S6 78 4 I23,4S6 78 

Cashier's Priv. and Cap. Acct • 3 3,456 78 4 123,456 78 

Withdrawals and Investments 9 $10,37034 i $370.370 34 

Net Loss or Gain est i 40,64413 

Solvency or Insolvency 4 400,644 13 

2 411,014 47 2 411,014 47 

Cash in office 3 1,23456 

Cash in banks 6 34.56789 

Merchandise est 5 198,765 43 

Accounts Rec. & Payable 4 123,45678 4 $12,34567 

Notes Rec. and Payable 9 16,54321 3 1,23456 

Bad Debts. Reserve Acct o 12,70148 

Furniture and fixtures 8 6,543 21 

Machinery and Tools 7 4,321 og 

Horses and wagons 3 3,45678 

Real Estate and Mortgages 5 23,456 78 

Stocks and Bonds 4 12,345 67 

Insurance Premium 7 987 65 

Office Supplies est 7 56789 

Advertising Matter est 9 678 90 

$426,925 84 7 $ 26,281 71 
Insolvency or Solvency 4 400,644 13 

o $426,925 84 o $426,925 84 

Postage and Printing o $ 7,12305 

Exchange and Expressage 8 878 32 

Salary and Incidentals 5 1,10038 

Cash Trading Acct 42,15926 

Advtg., Exp. and Profit 2 $ 9,10175 o $42,15926 
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Commission and Coll 9 $ 4,91544 

Bad Debts and Legal Exp 4 6,06962 

Salary and Traveling Exp 2,042 88 

Credit Trading Acct I 33,631 96 

Salesmen's Exp. and Profit...; 9 $13,02794 I $33.63196 

Office Supplies used ~. 8 $ 348 12 

Insurance expired 3 477 7^ 

Stable and Drayage exp 2 802 03 

Miscellaneous exp 6 178 37 

War Revenue Tax S 45° 72 

Salary and Postage o 8,54293 

License and Taxes 2 654 63 

Rent and Light 8 2,68430 

General Trading Exp I $ 14,138 86 

Cash Discrepancies o $ 182 59 $ 148 17 

Depreciation F. M. & H 3 36556 

Charity and Gifts 8 20380 

Discount, Sales and Purchases 5 560 83 8 1,95489 

Interest, paid and received 9 146 94 6 478 12 

Management Exp. and Profit 2 $ 1,459 72 3 $ 2,58118 

Gross Trading Profit 4 $78,37240 

Total Trading Expenses 3 $ 37,728 27 

Net Trading Profits i 40,644 13 

4 $ 78,372 40 4 $ 7S.372 40 

Trial Bal. Footings i $475,024 45 i $475,024 45 

COMPARATIVE PERCENTAGES CALCULATED ON ACCUMU- 
LATED SALES. 

1898. 1899. 190a 

Postage and Printing 2.65 2.50 2.35 

Exchange and Expressage 40 .35 .28 

Salary and Incidentals 32 .34 .36 

Commission and Coll 1.90 1.77 1.62 

Bad Debts and Legal Exp 2.50 2.37 2.01 

Salary and Traveling Exp 92 .71 .67 

Office supplies used 10 .15 .12 

Insurance expired 15 .14 .16 

Stable and Drayage exp 20 .25 .26 

Miscellaneous exp 07 .05 .06 

War Revenue Tax ._. 13 .14 .15 

Salary and Postage 2.72 2.77 2.82 

License and Taxes ' 25 .20 .22 

Rent and Light 90 .89 .88 

Cash Discrepancies 08 .07 .06 

Depreciation P. M. & H 14 .13 .12 

Charity and Gifts 09 .08 .07 

Discount, Sales and Purch 16 .17 .18 

Interest, paid and rec'd 07 .06 .05 

I3-7S 13-14 12.44 
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MONEY. — (Com. Law). — There is some differences of opinion as to 
the etymology of the word money, and writers do not agree as to its precise 
meaning. Some writers define it to be "the common medium of exchange 
among civilized nations, " but in the United States Constitution there is a 
provision which is supposed to make it sjTionymous with "coins." "The 
congress shall have power to coin money ;" again, "Xo State shall coin money, 
or make anything but gold and silver a legal tender in payment of debt." 
"Hence the money of the United States consists of gold and silver coins; 
and so well has the Congress of the United States maintained this point, 
that the copper coins and nickle cent, although authorized to 'pass current,' 
are not money, in the exact sense, because they are not made a legal tender 
beyond twenty-five cents." 

For many pvuposes bank notes, treasury notes and national bank notes, 
greenbacks, a check, negotiable notes, securities, bonds, etc., will be con- 
sidered as money. 

!MONTH. — (Com. Law)- — In mercantile contracts signifies a calendar 
month ; a promissor}- note to pay in twelve months would, therefore, mean a 
promise to pay in one year, or twelve calendar months. 

In the computation of interest a month is considered the twelfth part of 
a year, and as consisting of thirty days, and interest for any number of days 
less than a month is estimated by the proportion which such nimiber of days 
bears to thirty. 

:M0RTALITY T.\BLE.— (See Life Insurance Accounting.) 
^lORTGAGE. — ^A conditional conveyance of property as security for 
the pajTnent of a debt or performance of an obligation, the said conveyance 
to become void upon the due payment of the debt or performance of the 
obligation. 

^lORTGAGE BOND. — A bond issued by a corporation secured by 
nortgage upon real or personal property' to insure its redemption. Prior 
to issuing such bonds it is necessary to obtain the written assent of stock- 
holders representing two-thirds of the stock. 

A first mortgage bond must be redeemed in full before any payments 
can be applied to the redemption of second mortgage bonds. 

IMLXTIPLICATIOX. — A brief method of adding to itself a given 
number, or quantity, a specified number of times. 

Some short methods of multiplication may be described as follows : 

To lIuxTiPLY BY 9 — ^Annex a cipher to multiplicand and subtract 
original number. 

To iluT.TiPLY BY 1 1 — ^Annex a cipher to multiplicand and add original 
number. 
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To Multiply by 998 — Annex three ciphers to multiplicand and sub- 
tract two times the original number. 

To Multiply by 5 — Annex cipher to multiplicand and divide by 2. 
To Multiply by 20 — Annex two ciphers to multiplicand and divide 

by 5. 

To Multiply by 33 1/3 — Annex two ciphers to miltiplicand and 

divide by 3. 

MUNICIPAIv ACCOUNTING.— Municipal accounting does not 
differ in principle from the accounting of any other commercial business. 
The application of the principles is, however, somewhat different. In but 
few instances does the ordinary system of municiple accounts exhibit the true 
condition of the affairs of the corporation. Financial reports as usually 
presented may exhibit" a correct statement of the receipts and the disburse- 
ments, but rarely, if ever, is\the statement of assets and liabilities anything 
more than an approximate estimate of the position of the corporation. 

Herewith is presented a specification for a Municipal Balance Sheet. 
The analysis and classification of the several items which enter into the 
accounts of the average municipality is given in such form as if carried out 
in detail will enable the treasurer to furnish a complete and comprehensive 
statement of the corporate affairs : 

It is essentially necessary to include in any model or system much 
more in items and detail than will be found requisite in any one municipality. 
In the illustration here given, this holds good. 

The municipal revenues for each year consist of the debts accruing 
due by levy or otherwise from all and sundry to the corporation, although 
these may not necessarily be collected within the period. Land taxes, water 
rate?, electric light rates, licenses, school grants, fines and fees, form the 
ordinary sources of revenue; the extraordinary revenues are derived from 
sale of debentures, bonds, temporary loans, sale of public property, franchises 
and the like. 

The details of the various sources of revenue having been ascertained^ 
ihey should at once be made a matter of record, in books especially designed 
for the purpose, with such accompanying particulars as will, either at the 
present or in the future, give all needed information. These records are in 
the form of registers or rolls, as the tax roll, water rate roll, electric light 
roll, license register, market fee register, and such other books as are found 
to be necessary or convenient to cover the various forms or sources of 
revenue. All these registers or rolls should be susceptible of proof as to 
clerical correctness within themselves, the better plan being by the use of 
the columnar system of debits and credits. Accounts for each roll should 
find a place in the general ledger,the sum of the debits being entered at one 
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TOTAL 
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operation. The counterbalancing entry will be to the credit of "revenue- 
account." After the credits, in the form of collections, rebates, allowances, 
etc., are entered, the balances will represent the amounts appearing opposite 
the various items in the statement of assets, and should agree in each case with 
the amount of the outstandings appearing in the various rolls. 

The ordinary expenditures are such as are incurred in the daily conduct 
and maintenance of municipal government. In any other business these 
would be called operating expenses. The extraordinary expenses are in 
the nature of redemption of debentures, interest on payments thereon, 
repayment of temporary loans, construction of permanent works, purchase 
df real estate, etc. The expenditures of a municipal corporation for a given 
year, are the debts contracted by the corporation within the particular period, 
even though they may not be satisfied by payment. In the average munici- 
'pality the revenues will ordinarily be exhibited at their true value in the 
published statement for the year. The expenditures are rarely so stated.. 
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To present a fair and correct statement of the condition of affairs, all the- 
accounts for debts contracted within the period should be passed upon by 
the proper committees or council, and if immediate payment is not possible, 
carried by the treasurer to the credit of the individuals, the debits being- 
made to the proper accounts of expenditure. These debts will then be' 
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recorded in the ledger as liabilities, and will appear in the balance sheet as 
such, while the expenditures of the year will be shown at their correct 
status. 

In the specification presented, the "ordinary" expenditures and 
"ordinary" revenues are in effect the debit and credit, sides of the municipal 
profit and loss account. 

The assets are subdivided into four clases — active, reserve, fixed, and 
passive. Active assets comprise cash, which includes the amounts in the 
treasurer's hands, and the balances due from the bank on accounts current ; 
taxes current, outstanding; tax arrears, outstanding; water rates; electric 
light rates ; rents ; advances on account of permanent public works, or local 
improvements; and miscellaneous. Reserve assets include sinking funds 
•on general or local improvement accounts, and other specially invested funds. 
Fixed assets are subdivided under two heads, viz., necessary investments 
and speculative investments. The first includes all permanent investments, 
as water works system ; electric light system ; fire halls and apparatus ; mar- 
kets ; school buildings and equipment ; city hall and furniture ; public library ; 
parks, real estate; public works equipment; and other investments of a like 
nature. The second includes stock held in railway or gravel road com- 
panies, or such other enterprises of a public nature as are permitted by 
statute. Passive assets represent investments which, while somewhat per- 
manent in character, are intended to be written off as the debentures issued 
to cover the cost thereof are reduced, the life of the work and of the deben- 
tures to be conciirrent. In this class is also included the item of local 
improvements of an amount equal to the debenture indebtedness outstanding 
■on that account, an annual reduction being made, equivalent to the yearly 
redemption of debentures. Advances by way of bonus also come under 
this head, the amount to be written off annually running concurrently with 
the retirement of the debentures which produced the original amount of 
the bonus. 

The second division of the balance sheet — the liabilities — is divided into 
three classes, viz. : bonded, floating, and capital. Bonded liabilities is sub- 
divided under two heads: (i) debentures, general; and (2) debentures 
issued on account of local improvements, this latter being a direct liability 
.secured by collateral in the form of rights to levy upon the ratepayers 
interested and benefited by the several works. Floating liabilities comprise 
•debentures due and unpaid, coupons due and unpaid, loans current, loans on 
account of local improvements in progress, and accounts payable. 

Capital liability represents simply the surplus of assets over liabilities. 

The subsidiary books required for the purpose of keeping the records 
in a municipality are many and varied, according to the conditions govern- 
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ing, and they are perfect or imperfect, according to the ability of the 
designer. 

For further information and details the reader is referred to the text- 
book on "Municipal Accounting," published by The Book-Keeper Publishing 
Co., Detroit, Mich. — F. H. Macpherson, C. A., Institute of Chartered 
Accountants, Ontario. 

MUNICIPAL BOND. — Bonds issued by cities for the payment of work 
done on public reports or .improvements and sometimes in purchase of fran- 
chises, such as gas, electric light, or water, street railroads, etc. 

NEGATIVE ACCOUNT.— An account which reduces the value of 
another account. Thus Returns is a negative to Sales, and Treasury Stock a 
negative to Capital. 

NEGOTIABLE INSTRUMENTS.— (Com. Law).— Besides notes, 
bills, and checks, the following have been held to be negotiable instruments : 
State and municipal bonds ; corporate bonds ; coupon bonds of an individual ; 
coupon bonds of a corporation, and the coupons to such bonds ; government 
scrip ; treasury notes ; postoffice orders, and certificates of deposit. County 
warrants are negiotiable, trans ferrable or assignable, but not in the sense 
of the law merchant. 

Any addition to the form of a note which destroys its essential quality 
of "a promise to pay, simple, certain, unconditional, not subject to any 
contingency," will destroy its negotiable character. 

A note containing a tax clause is not negotiable. 

Indorsements of payment on the back of a promissory note before deliv- 
ery do not destroy negotiability. 

NEGOTIATE.— (Com. Law).— The power to so transfer a bill or 
note by indorsement and delivery to another, so that the right of action thereon 
shall pass to the transferee, indorsee or holder. A note transferred by deliv- 
ery is negotiated. 

NEGOTIATION— (Com. Law)— Is. the act by which a bill of 
exchange or promissory note is put into circulation by being passed by one of 
the original parties to another person. 

There are two modes of negotiation, viz., by delivery and by indorse- 
ment; the former applies to instruments payable to bearer, the latter to those 
payable to order. 

Until an accommodation note or bill has been negotiated, there is no 
contract which can be enforced on the note ; the contract, either express or 
implied, that the party accommodated will indemnify the other is, till then, 
conditional. 

The consideration for the transfer is prima facie presumed, and the 
transferor can, under certain conditions, give a -good title, although he has 
none himself. 
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The transferee can further negotiate the instrument with the like privi- 
leges and incidents, and can sue all parties to the instrument in his own 
name. 

NEWSPAPER BUSINESS ACCOUNTING.— In this class of busi- 
ness the most important records are those of subscriptions and advertising. 
Nothing better for subscriptions can be recommended than a card system 
with tabs attached to each card, showing month and day of month when sub- 
scription expires. These cards are filed alphabetically, so that quick reference 
is obtained to any card required, and at the same time the expirations can be 
quickly removed without having to go over the entire list to find them. When 
the subscription list is very large, guide cards for each letter, giving month 
and date, could be substituted for the tabs above mentioned. Subscription 
cards can be obtained with card and tab in one piece, i. e., the tab does not 
have to be attached, but is a part of the printed card. 

Advertising records can also be kept most conveniently on cards, a speci- 
men of which was illustrated under the hpad of Advertising, together with 
description of use. 

The records of cost and production of newspapers will be treated under 
the head of Printing Business Accounting, but where job work is done in 
addition to the production of a newspaper, the best plan is to treat the produc- 
tion of the newspaper as a separate job, charging to it all time and material 
consumed. 

The following is a system used by an important newspaper in a large 
city: 

"The system here described has been iri use in the office of a newspaper 
with a large circulation, and has been found to show a complete summary of 
the business at the end of the year. It is not complicated and can readily be 
understood after a study of the details connected with it. 

"The principal books are like all others, viz. : Ledger, cash book and 
journal, with several auxiliary books to complete the set. It is very important 
that each and every transaction should show a complete record, especially the 
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advertising. The main book for this is the Daily Register (i) in which 
every advertisement, both local and foreign, is recorded and all items posted 
from this to the advertising ledger. A separate record (2) is kept of all 
running ads. and the paper checked each issue and every insertion given credit 
on the proper date in the record. By this method an exact account of the 
space used is kept and can be readily shown at a s"lance. As the Daily Reg- 
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ister is the original book of entry the total amount of the month's business is- 
posted through the journal to the credit' of advertising, all rebates and dis- " 
counts being charged against it. 

"Statements are made and rendered monthly, the advertising ledger 
showing the space and amount. The accounts are made out within a very 
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short time without reference to other books. As only advertising accounts 
are entered on one ledger, another is required for various accounts that gO' 
to make up that of a Stock Company, viz.: Capital Stock, Franchises, 
Machinery, Paper, Ink, Supplies, Salaries, Type, Rent, Fuel, Associated. 
Press, Subscription, Expenses and various accounts that may be made that 
have nothing that relates to. advertising. 

"Another account which is very important and one that adds greatly tO' 
the revenue of the paper is the subscription account and upon the circula- 
tion the basis of the charges for advertising rests. 

"It would require the labor of several clerks to keep an account with, 
every subscriber, but by the aid of specially prepared books the work is greatly 
simplified, and the circulation kept in correct form by one person. Where 
the papers are sold to carriers form No. 3 is practicable, the carriers paying 
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for their papers at the end of each week. The footings of each day's columm 
must be in balance or an error has been made in charging papers or crediting 
payments. 

"If the newspapers employ their own collectors an account on each sub^ 
scriber must be kept. This can be done by the card system in use by many 
papers, but very often' the cards are lost and can not readily be replaced at 
once. On the other hand, if the form of book No. 4 is used, the account with. 
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any subscriber is given by referring to it as it is arranged in index form. 
This requires the making out of yearly or quarterly bills, or if payments are 



835 



made monthly or weekly, cards are used and the amounts posted from the 
collector's report form No. 5. 
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"The cash book may contain as many columns as the manager requires. 
The more columns the less posting there is to do. For general use one with 
debit columns ruled for general accounts, advertising and subscription 
accounts, and credit columns for salaries and expenses is desirable. A trial 
balance is taken at the end of each month and statements can be made at any 
time. The books are usually closed every six months or year, as the case 
may require," — W. C. Johnson. ~' 

NET. — That amount or quantity which remains after all offsets or 
<leductions have been made or redundancies removed. 

NET CAPITAL. — The surplus of actual assets over actual liabilities. 

NET PROFIT. — The amount remaining after cost of material, cost of 
production, expense of selling and administration have been deducted from 
the amount realized from sales. 

The amount remaining after all business expenditures have been 
deducted from income derived from services rendered. 

"After all expenses of distribution and establishment charges, discount, 
interest, etc., have been charged against profits, the balance remaining is net 
profit." 

NOMENCLATURE (ACCOUNTING).— The suitable expression of 
technical requirements and methods used in the science of accountancy. 

NOMINAL ACCOUNT. — An impersonal or representative account. 

An account in name only, representing profits, losses, or statistics. 

NOMINAL LEDGER.— A general or private ledger in which the im- 
personal, nominal, or representative accounts are kept. 

NOMINAL PARTNER.— One whose name is used in a business, but 
who takes no part in the management of the business. 

NON-ASSESSABLE STOCK.— Stock which is only liable to the 
extent of its par value and is guaranteed not to be assessed for the payment 
of any future obligations incurred by the company. The legality or actual 
advantage of such a guarantee is, however, open to question. 
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NON-CUMULATIVE PREFERENCE STOCK— Stock, the holders 
of which loose any unpaid guarantee dividends which the earnings of a com- 
pany were insufficient to pay when payable. 

NOTE.— See Bill, Bills Receivable, etc. 

NOTE BOOK (AUDIT). — A memorandum book designed for 
accountants in which they note the particulars and features of work accom- 
plished in an audit as the same progresses. 

The following is a form much used for this purpose : 

NOTES DISCOUNTED.— See Bill, Bills Receivable, etc. 

NOTES PAYABLE.— See Bill, Bills Receivable, etc. 

NOTES RECEIVABLE.— See Bill, Bills Receivable, etc. 

NOTICE OF DISHONOR.— (Com. Law).— A notice given to a 
drawer or indorser of a bill, or an indorser of a negotiable note, by a sub- 
sequent party, that it had been dishonored either by non-acceptance in the ca.«e 
of a bill, or by non-payment in the case of a note or an accepted bill. 

Th6 notice must contain a description of the bill or note, sufficient to 
leave no doubt in the mind of the party to whom it is given, aS' a reasonable 
man, what note or bill was meant or intended ; a clear statement of the dis- 
honor and something more than a mere statement of the fact of non-accept- 
ance or non-payment. 

The notice may be oral, but is usually in writing, and it may be per- 
sonally served or sent by mail, except where the party giving the notice lives 
in the same town with the parties to be served, when the notice must be 
served personally or left in the care of a suitable person representing the 
party to be notified. 

It must be sent to the place where the party to be notified will most 
probably be promptly found, whether the place of business or place of 
residence. 

When sent by mail, it should be to the postoffice to which the party 
usually resorts. If properly addressed and mailed it will charge the indorser, 
whether he has received it or not. 

Every person who, by and immediately upon the dishonor of an instru- 
Tient, and only upon such dishonor, becomes liable to an action either on. 
the paper or on the consideration for which the paper was given, is entitled 
to immediate notice. The holder need give notice only to the parties and to 
the indorser whom he intends to hold liable. The second indorser cannot 
defend on the ground that the first indorser was not so notified. 

Notice may be given by any party to a note or bill not primarily liable 
thereon as regards third parties, and not discharged from liability thereon 
at the time the notice is given. Such notice may be by the holder ; by his 
agent, and in the agent's name ; by an indorsee for collection ; a notary ; the 
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administrator or executor of a deceased person; or the holder of the paper 
as collateral security. 

Mere knowledge on the part of the indorser of a note, learned from the 
maker, that it had been dishonored, is not a notice, since notice must come 
from a party who is entitled to look to the indorser for payment. 

The notice must be forwarded as early as the day after the dishonor, by 
a mail which does not start at an unreasonably early hour. 

In some extreme cases, notice of dishonor may be excused. 

NOVATION. — A term used to describe an agreement made by credi- 
tors with the continuing partners in a business after the withdrawal of one 
partner, by which the creditors agree to look to the continuing partners for 
full payment of all debts of the firm due at date of the withdrawal. 

NUMERICAL REFERENCE.— A system of reference bv numbers 
instead of by the alphabet. Thus, in loose-leaf and card ledgers, accounts 
are frequently indexed by numbers, the loose sheets or cards being kept 
in numerical order, with proper guide cards or tabs. 

Numerical reference is also largely used for records of contracts or 
mortgages, everything pertaining to the contracts or mortgages being 
stamped with the number given and filed away under thst number. 

OBSOLESCENCE.— "The process by which an article before it is 
worn out falls either wholly or in part into desuetude, and as a result is no 
longer of current application in the trade for which it was designed." 

OFFERING BOOK.— (See Bank Accounting.) 

OFFICERS OF CORPORATIONS.— (See Corporations.) 

OIL COMPANY ACCOUNTING.— The basis upon which the differ- 
ent kinds of assets and values of an oil company are reached and determined 
is a peculiar one. In a manufacturing company the increasing footings of 
the construction account, for example, from year to year, are taken to indi- 
cate to the one who examines into their affairs a continually enhancing 
valuation of the plant, or of an important portion thereof; while in the con- 
struction work of oil undertakings, that element of value is frequently abso- 
lutely disregarded, or at any rate placed in a very inferior position ; and the 
great leading question asked in a sale or transfer is, "How much is the daily 
production in barrels?" and the negotiation is based entirely upon this 
consideration alone. 

The acquiring parties do not care how many tanks stand upon the 
leases, how long a pipe line runs across the properties, how much rope, how 
many tools and supplies are stored away in the tool houses, how many sheds, 
derricks, etc., are upon the lands, so much as they care about the productive- 
ness of the lease ; and when that is once established they begin to figure upon 
these other items (assets) as secondary values. 
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Again, if the construction costs in the shape of derricks, pipe lines, 
sheds, tool houses, boiler houses, fences, etc., have been very great and the 
production for some unaccountable reason has fallen to a ridiculously small 
figure, the amounts expended upon the items of construction — or, if you 
please, the "development" work are almost a total loss (excepting the 
machinery upon the leases), and the construction asset is reduced practically 
to a cipher in the transaction. The machinery and tool account has to stand 
the shock of the loss and assist in recovering for the unfortunate prospectors 
whatever they can from the wreck of their attempts to drill. 

But in a railway or manufacturing company, however unfortunate they 
may have been in their business affairs, the construction account is always 
(or at any rate, uniformly) a very valuable asset, even although the sales 
are reduced to a most insignificant item, and the patronage of the road has, 
for some unknown reason, enormously declined. In other words, the con- 
ditions under which the construction work can be revived as an asset differ 
greatly in the company classes quoted, and for good and sufficient reasons. 

As a general rule, in winding up such undertakings, the utmost care 
is taken in the figures of settlement ; for instance, all amounts received for 
the production, if any, are credited up against the operation account ; all 
sums received for sales of old material go to the credit of the construction 
account, and all interest coming in to the selling out company on notes 
given by the purchasers goes to the credit of the old "interest and discount 
account" Upon the books of the relinquished undertaking. 

The above remarks will apply naturally and largely to not so very 
uncommon cases where the first acquirers of the lease were not well posted 
upon the best methods of working the drill, men of small experience, it 
may be, or hampered by certain unfavorable conditions in the lease itself, 
of which, happily, the second acquirers were able to rid themselves, as to 
paymentof royalties, for instance, and hence were able to work'the property 
more advantageously than their predecessors. 

It must be noted that an oil company does not go to work in the first 
place, upon tlie same principles of accumulation as other companies; the 
object is not to increase the holdings, the physical holdings, in the shape of 
various construction and equipment forms, but the production resulting 
from the manipulation of the various classes of holdings ; a manufacturing 
company often spends thousands of dollars in building up old machinery, 
making improvements in the- originally acquired asset until at length they 
have secured a patent machine worth many thousands over and above what 
they have expended ; but such an accumulative principle never takes place 
in oil company work under any circumstances. Again, the oil company 
visible assets are much more exposed to loss, damage and perhaps destruc^ 
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tion from the elements and fire than ordinary manufacturing assets, whicli 
naturally changes the insurance rates thereupon, and increases to an appre- 
ciable degree the depreciation estimates to be annually made upon the visible 
assets; and where, for instance, a certain class of manufacturing equipment 
was found to depreciate absolutely and entirely in the space of twenty years' 
time if not renewed by repair and similar payments, the correlative oil com- 
pany assets would depreciate absolutely, etc., in perhaps three-fourths of 
that time or less. 

In manufacturing accounts labor charges are often used as an accumu- 
lative feature in determining the value, selling price, etc., of the buildings, or 
in the sale of the machinery ; and the added items of values are deemed as 
much a constituent portion of the entire value of the plant as the lumber 
used,, the nails, paint, glass, etc., employed in the construction ; but the labor 
is not regarded as an asset to such an extensive degree in oil companies, for 
the same reason as given above, that the production alone is taken so fre- 
quently as the basis of sale or exchange or sub-leasing of the properties. 

The basis of reckoning is made all the more necessary because in oil ' 
undertakings there are very rarely any accounts receivable to be figured upon 
as an asset, in this respect differing greatly from other company classes, the 
nearest approximation to such accounts being the overdrawn accounts of 
the partners. 

In those cases of property transfers where the leases have been partly 
developed and proved of great promise in future operations, it is customary 
to include all possible kinds of expenses in the acquisition and management 
of the properties to the date of the sale as an asset, including all items for 
supplies, construction, etc., and then upon the sum thus obtained figure out 
what the terms of sale shall be. In this case the items which become bills 
receivable to the selling out parties must be increased by the interest pay- 
ments to them where the notes are given in lengthy and complicated series, 
as is often the case, so that the individual gain of the respective partners 
cannot be fully determined at the time of the transfer of the leases, for the 
gain goes on from year to year until their, notes are all paid ; but the face 
of the bills receivable alone is taken as the basis of reckoning upon the 
amount of grain in the transaction at the time of disposal. 

Where the property is disposed of in this way it is always customary 
to figure 'in the deal upon what the gain would be if distributed up among 
the production returns per barrel. 
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As an illustration of this principle, the following figures are given for 

•comparison : 

Prime cost of property '. $ 90>ooo oo 

Handling of property 69,128 35 

$159,128 35 
Deduct various depreciation, and waste allowances, 
amounting to • 2,560 00 

Valuation based on "costs" alone $156,568 35 

Now, from a determination of the production, and getting our averages 

-from the production book, we have for illustration, say for 300 working days 

-in the year, an average daily production from thirteen producing wells, an 

-average of fifty-eight barrels per day which are turned over in the deal at the 
current market price on that date of 1.05, making 250,560.00, a gain of 

.-$90,932.00 for the properties ; and if the calculations are carried far enough 
to deduct from this net amount, the loss on interest upon the original invest- 

:ment, at eight per cent., say, for not having it invested in interest-bearing 
securities, but in oil prope;-ty, then this result must be diminished by what- 

•■ever is found from such calculation to have been possible as a return, if the 
money had been so invested. 

The subject of easements enters very largely into the consideration of 
the assets as an item of value in a sale ; these consist of right of way, water, 
gas, fuel, and timber rights, and each has an independent value in an aggre- 
gation of leases, of which special valuation must be made in each separate 

-case ; a valuation entirely independent of and aside from the ordinary visible 
assets; and against which the payment of royalties must be offset in many 
cases ; that is to say, if the valuations of the easements is shown to be worth 

-■$5,000 in a sale, and some of the disposed of leases are subject to royalties 
ranging from one thirty-second to one-eighth of the production for the 
privilege of operating the ground, then the royalty payment, if assumed 
by the purchasing or acquiring parties, constitute strictly a series of liabili- 
ties for them which stand against the valuation of the turned over property. 
In some cases the royalties are so numerous and extensive on the large 
number of different leases owned and operated that a special record book has 
to be kept of them, and the royalty itself is frequently sold by operators 
who are themselves paying royalties on other pieces of land, thus nuking 
a series of debits and credits to this account appear on the ledgers under 
this caption. 

Another important consideration is that often in large companies, one 
set of lessees or owners will agree to transport oil as fast as produced for 
•others on contiguous leases, to the storage tanks, upon condition of receiving 

.a designated royalty, so that the various properties in the different warrants 
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(as the selections are called), may range from such infinitestimal fractions 
as one-sixty-fourth up to one-eighth in payment of various easement^, etc. 

One of the best forms of keeping track of the somewhat extensive list 
of tools and supplies on large leases, where continual transfers of 
the tools, etc., the being made from one well, from one lease, or property 
to another, is to have a large book ruled up in such a way as to show in the 
first column an alphabetical list of the tools and supplies, arranged under 
say about a hundred captions or less, and covering about eight to ten pages ; 
in the second column, the specifications as to size, number, quantity, etc., 
of the special assets being inventoried, such as nails, rope, wire, saws, pipe, 
etc. ; in the third column, the original cost ; in the fourth and fifth columns, 
the headings. No. and cost, for successive inventories, and for each inventory 
adding across the two open pages of the book the same two columns dupli- 
cated "No." and "Cost." Thus preserving the original list for but one 
reference, and extending the valuation for a series of years across the pages 
until exhausted. If a book is ruled up by the printer for the company in 
the first place with this method of arrangement, it will be found one of ,the 
best known methods of tracing the supplies of large leases. 

Cases have been known where the transfer system was so greatly in 
use for one cause or another that a special representation of its presence 
in the accounting system was made necessary in the formulation of the 
balance sheet, by arranging therein a series of columns for the various 
leases, so as to represent in the first, the cost of all purchased equipments, 
tools, etc., in the second that which was added by transfer from other wells, 
leases, tracts, etc., or brought in by one of the partners, from his private adven- 
tures, for it is often the custom for one of the firm to be engaged in the drill on 
many tracts entirely independent of his company relations, and thus lend to 
the firm the use of his drilling tools, transfer some of his own property to the 
company lease for use there, and borrow or remove other assets for his 
private uses in turn. This makes needful something of a voluminous 
record of all these varied deals in the course of a three months' operation of 
the combined interests, so as to show how the different lease equipnlents 
have been maintained during the period reported upon; what has been 
purchased for them, what transferred to and from them; what items sold 
outright, or traded off for some other asset and so on. — P. H. Grover. 

ON DEMAND. — (Com. Law). — A promissory note payable on 
demand is a present debt and is payable without demand. It is payable the 
instanf the note is signed and no demand is necessary before bringing an 
action. 

ON SALE. — A term used to designate goods received on consignments 
for sale. 
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OPEN ACCOUNT. — An unbalanced account, as oijposed to a closed 
account which has been balanced by payment or transfer of balance. 

OPEN ACCOUNT. — (Com. Law). — A running or unsettled account; 
not completely settled, but subject to future adjustment. 

OPENING BOOKS— OPENING ENTRIES.— This subject is 
treated extensively under the headings of Corporations and Partnerships. 

For an individual proprietor the proper opening entries are on the 
cash book, to charge cash and credit the proprietor with amount of capital 
invested, and to credit cash and debit assets purchased with which to carry 
on the business. By the word "assets" is meant furniture and fixtures, 
machinery, plant, buildings, stock in trade, etc. Ledger accounts are, of 
course, opened which will represent all these transactions. 

OPEN ENDORSEMENT.— The endorsement of a check by simply 
writing' across the back the name of the payee. Such an endorsement makes 
the check payable to bearer, and also gives a second party to whom the check 
may be handed for some consideration the right to reindorse it, making 
it payable to the order of a third party. 

OPERATING CAPITAL.— The amount available for carrying on the 
business and which can be used for the purpose of supplies or payment of 
cost of production and selling expense. 

Working capital. 

OPERATING EXPENSE.— That incurred in the regular transaction 
of a business. Used most frequently in connection with the accounts of 
railroads, transportation, telegraph, telephone, and similar corporations, 
which cannot be adapted to the ordinary classification suitable for manu- 
facturing businesses. 

OPTION. — A Stock Exchange term used to denote a sale, carrying 
with it the privilege to make or receive delivery within a certain specified 
time. 

ORDER. — A verbal or written request by one person to another to 
deliver merchandise or value and charge same to the account of the person 
signing or giving the order. 

ORDER. — (Com. Law). — ^An informal bill of exchange or letter of 
request requiring the party to whom it is addressed to deliver property or 
money of the person making the order to someone therein described. 

ORDER BLANK. — A form used for the records of orders received in 
substitution for a bound order book. 

ORDER BLANK SYSTEM.— The order blank system of recording 
sales consists of specially ruled blanks, which are made in duplicate or 
triplicate. They take the place of day book and sales journal, and the 
total of the order is posted direct to the ledger from the order blank, the 
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number of the order blank serving for the folio of the day book- or journal. 
They are then filed away in consecutive numerical order, and are very easy 
of reference. 

If the salesmen are properly instructed, the order blank system of 
recording sales is a great labor saver, the original entry by the salesman 
constituting the posting record, and entirely eliminating both day book 
and sales book. Not many years ago it was considered absolutely essential 
to copy the salesman's record of his sale into a day book and to journalize 
it from the day book before posting to the ledger. 

In some cases where the number of sales are not extremely numerous, 
it is also customary to index each order binder alphabetically so that the 
bills sold to a customer can be referred to by a salesman without troubling 
the ledger clerk for the folios. 

When made in triplicate the original order blank usually goes to the 
customer as a bill, the duplicate goes to the proper department, or shipping 
clerk, and the triplicate is handed to the bookkeeper or filed away for 
reference. 

A sample of the form of order blank generally used in connection with 
this system is appended : 



Te> 



Rafin,^ 



UllT^il 



.AMEDICAf^ MA/^UrACTUIilf\ra CO.. 



NIO. 

StoU to. 






. 



Addp 



I -2 Kipped 



Appraovoc? fero .snipfTveQi' 



^i:i^S.^^ Q^^y 



Oe.^cf» I ^:Alci 



pRice ~Tofe \ 



r?xt<lir>e^ 



rur>n'"fc*=« 



DuPWCATE System. — The best method of billing, whenever practical, 
is the duplicate order blank system, whereby the salesman makes out the 
bill at the same time that he records the sale, but there are reasons why 
in a great many cases this method is deemed iihpracticable. The salesmen, 
for instance, are frequently incapable of filling out an order blank legibly, 
and are much given to hieroglyphical abbreviations. Where a business 
consists of several departments it is generally considered necessary to dis- 
tribute the sales in a sales book, instead of on the order blank, so that in 
this case each sale is copied twice, once from the salesman's charge into 
the sales book, and once on the bill. 
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Where the order blank system can be properly used it is extremely 
useful. It provides a check on the salesmen, as if the tickets are consecu- 
tively numbered none can be lost without arousing inquiry, and for the 
same reason it furnishes a check on the shipping department. 

It saves the labor of copying into a sales record and making out bills 
and the liability to error in copying, conferring the inestimable advantage 
of always dealing with the original record. 

The duplicate order blank is sent to the shipping room, where it is 
retained until the order is filled, when the shipping clerk endorses thereon 
the number of packages, how shipped and date of shipment, and sends it 
to the office. The original is retained by the book-keeper until the order 
is complete, when he sends it to the purchaser as the bill, posting the charge 
from the duplicate, and afterwards filing it away in a suitable binder. The 
book-keeper adds a binder page number when posting, and the order blanks 
are ihdexed by that number for reference, which also furnishes the ledger 
reference. 

In case of orders which can only be partly filled, the unfilled items 
should be transferred to a new order blank and held in a waiting binder, 
noting on the original bill that these items will follow later. When such 
orders are entered in a sales book they are a constant source of annoyance 
and dread to the book-keeper, who is held responsible for anything -over- 
looked or forgotten. 

Triplicate System. — All orders for goods for stock are written on a 
special triplicate manifold order blank with a hard lead pencil. . A single 
piece of full ink carbon is used, placing it between the second and third 
sheets. After order is written, the first sheet is torn oflf and mailed; the 
second sheet is turned over to the receiving clerk so hp may know what 
goods are coming in, and from whom ; the third sheet is held in the office 
for future reference. The second and third sheets are punched for binding. 
Orders for goods to be shipped direct from factory to customer are written 
on the same style of blank, except that the second, or tissue sheet, is omit- 
ted. Orders are numbered consecutively. As the third sheets accumulate, 
they are filed in numerical order in an order holder, the lowest number 
being on top. Each order is indexed twice in a card index, once under the- 
name of the shipper, and again under the name of the customer. This 
method of indexing permits instant reference to any desired order. When 
the invoices come in, a "sticker," as per illustration, is placed on the upper 
left-hand corner of each. The holder containing the unfilled orders is then 
opened, the slip corresponding to each invoice removed and carefully com- 
pared with the invoice. If the invoice covers but a portion of the order, the 
items shipped are checked and the slip returned to the holder, but if the 

848 



invoice covers the entire order, the slip is removed and permanently filed', 
away in an order binder in its' proper position numerically with other similar 
slips. The advantages of this order slip system are many. Unfilled orders 
are kept together, and any order can be readily found. No fingering over 
a lot of dead matter to find a live order. Memorandums giving a complete, 
history of each order are made on the slip, which is frequently valuable for 
future reference. 

The order blank system has also been extended to cards, as will be; 
shown by the following : 

There are few, if any, concerns with a considerable number of orders, 
to enter that do not have to pay, and pay dearly, each year for the mistakes^ 
in entries. These mistakes are generally through errors in copying and. 
not in the interpretation of the customers' instructions. 

The system that wiU save copying and will also provide for the correc- 
tion of errors is a saving — and not a small one — in handling orcr^rs. 

The old system of entering orders was to transcribe each order in a. 
book direct from the rustomer's or salesman's letter. From this book 
entry, orders were made out for the factory and for the shipping depart-- 
ment. 

. . . .But we recommend that all the orders be made out at the same writing. 
The mail orders must be taken from the customers' letters, but the salesmen, 
can make out all the necessary orders — except in some cases the factory- 
or production forms — when entering the original sale. 

All this can easily be done and the means for detecting any possible 
errors will be shown in the following description of the system in actual- 
use and in the illustrations. 

The blanks for each order consist of two thin sheets and a card. For- 
the salesmen's orders an extra sheet if added. 




The first sheet is for the shipping clerk or for the factory. 

In a wholesale business or where stock is made on stock production: 
orders irrespective of orders on hand, this sheet goes direct to the hipping 
department. In. a factory making special work or making goods direct 
from orders received, it goes to the superintendent. In the latter case it 
becomes the basis for the orders emanating from the superintendent's office^ 
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While these sheets are in the hands of the shipper, they may be filed 
in an arch file. When the intention is to do this the sheets are perforated 
before being made into pads. 

If the shipper has a large number of those to handle it is better to 
arrange them between guide cards in a drawer of a card system. When 
the goods are shipped, the shipper returns the sheet with the necessary 
information stamped or written thereon for invoicing and final filing. 

The superintendent's office handles the sheets similarly, and in most 
■cases returns them to the office. 

The second sheet, the writing on which is a carbon copy of the first, 
is for the customer. It shows exactly how the customer's order is entered. 
When mailed to a customer it should be accompanied by a letter asking 
that it should be gone over carefully and any errors reported at once. This 
sheet, therefore, acts as a check on any errors or misinterpretations of the 
customer's instructions. 

The card, the writing on which is also a duplicate of the other two 
sheets, is filed in the office as a permanent record of the order. Previous to 
shipment the card is usually filed alphabetically — after shipment by order 
number. 

Some concerns prefer one guide card for each customer and to file all 
customers' orders together. There is no arbitrary arrangement of these 
■orders and the user will soon determine which is best suited to his particular 
business. 

The card may be so ruled as to cover other purposes. For instance, 
on the back of the card may be a suitable form for a recapitulation of the 
•entire cost of each order. 

Or the card may be ruled with an extra money column to the left of 
the "Amount" column, this extra column to be used as a record of cost of 
labor and material for each item, thus forming a daily record of profits 
which in some businesses would be found of considerable value. 

In some lines of business the cards may be used for the account, and 
after the order is filled the card is simply transferred to an index of open 
accourts, where it remains until it is paid and is finally disposed of. 

If instead of filing the cards alphabetically, they are filed by dates, the 
cards answer the double purpose of ledger and collection system. 

The old cards, which are seldom referred to, may be stored in transfer 
■cases and still be so arranged that with little trouble any card desired may 
be found instantly. 
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